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WASTE, FRAUD, COST OVERRUNS, AND
AUDITING AT THE PENTAGON

WEDNESDAY, MAY 12, 2021

U.S. SENATE,
COMMITTEE ON THE BUDGET,
Washington, D.C.

The Committee met, pursuant to notice, at 11:01 a.m., via Webex
and in Room SD-608, Dirksen Senate Office Building, Honorable
Bernard Sanders, Chairman of the Committee, presiding.

Present: Senators Sanders, Kaine, Van Hollen, Padilla, Graham,
Grassley, and Crapo.

Staff Present: Warren Gunnels, Majority Staff Director; Nick
Myers, Republican Staff Director; Ethan Rosenkranz, Majority Sen-
ior Budget Analyst for National Defense; and Derek Gondek, Re-
publican Professional Staff Member.

OPENING STATEMENT OF CHAIRMAN BERNARD SANDERS

Chairman SANDERS. Good morning, and let me thank Ranking
Member Graham and our colleagues on the Committee and our
witnesses for being with us this morning.

It is no secret that as a Nation we face enormous needs. Over
90 million Americans today are uninsured or underinsured. Almost
600,000 Americans are homeless. Our child care system is dysfunc-
tional, and we have one of the highest rates of childhood poverty
of any major country on Earth. And I think we are all in agree-
ment that our roads and our bridges and our infrastructure are in
terrible shape. And in my view, we face the existential threat of ad-
dressing climate change, which could wreak havoc on our country
and the world.

In other words, there is an enormous amount of work that has
to be done, and much of that work will be very expensive. For that
reason, we as Members of Congress have the responsibility to make
sure that our taxpayer dollars are spent wisely and that they are
spent cost-effectively, and that is true whether the issue is health
care or education or anything else.

It is certainly true when it comes to the Department of Defense
(DOD), an agency with a budget of $740 billion, by far the largest
spending category in our discretionary budget, consuming more
than half of all discretionary spending.

In my view, the time is long overdue for us to take a hard look
at the enormous amount of waste, at the cost overruns, at the
fraud, and at the financial mismanagement that has plagued the
Department of Defense and the military-industrial complex for dec-
ades. And today that is exactly what we will be doing.
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At a time when we have so many unmet needs in America, we
have got to ask ourselves why we are spending more on the mili-
tary than the next 12 nations combined. Why is it that the United
States of America is now spending more on the military in real in-
flationary-adjusted dollars than we did during the height of the
Cold War or during the wars in Vietnam and Korea? Why is it that
the Pentagon remains the only agency in the Federal Government
that cannot pass an independent audit, 30 years after Congress re-
quired it to do so? How does it happen that about half of the $740
billion annual defense budget goes not to our troops—many people
think that it does, but it does not—but to defense contractors while
virtually all of them have paid huge fines for misconduct and fraud
while making massive profits on those contracts? As it happens,
since 1995, Boeing, Lockheed Martin, and Raytheon have paid over
$5.4 billion in fines or related settlements for fraud or misconduct.

Further, I find it interesting that, despite the fact that the lion’s
share of revenue for some of the defense contractors comes from
the taxpayers of the United States, these same companies provide
their CEOs and executives excessive and extremely large com-

ensation packages. Last year, Lockheed Martin paid its CEO over
523 million while 95 percent of its revenue came from defense con-
tracts. Raytheon paid its CEO $19.4 million while 94 percent of its
revenue came from defendant contracts. Boeing paid its CEO $21
million while 45 percent of its revenue came from defense con-
tracts. In other words, these companies for all intents and purposes
almost function as Government agencies, the vast majority of their
revenue coming from the public, and yet their CEOs make over 100
times more than the Secretary of Defense of the United States of
America.

And I think one of the issues that we have to also take a look
at is the whole question of the revolving door where many of our
top military officials end up on the boards of directors of these
major defense companies.

Senator Grassley and I sent a letter to all three of these CEOs
asking them to testify this morning. All of them declined to come.

Further, as the General Accountability Office (GAO) has told us,
there are massive cost overruns. This is a huge issue unto itself:
cost overruns at the DOD acquisition budget that we have got to
look at. According to the GAO, the Pentagon’s $1.8 trillion acquisi-
tion portfolio currently suffers from more than $628 billion in cost
overruns, with much of the cost growth taking place after produc-
tion. GAO tells us, and I quote, “Many DOD programs fall short
of cost, schedule, and performance expectations, meaning DOD
pays more than anticipated, can buy less than expected, and in
some cases deliver less capability to the warfighter.”

That has got to change, and let us be clear. As I stated earlier,
a major reason why there is so much waste, fraud, and abuse at
the Pentagon is the fact that the Defense Department remains the
only Federal agency that has not been able to pass an independent
audit 30 years after Congress required it to do so.

I think it is extremely important—and I do not know how famil-
iar you may be with this quote. I have to admit that Donald Rums-
feld, Bush’s Secretary of Defense, was not a hero of mine. But 1
day before 9/11—I do not know if you are familiar with this—he
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made some remarks, and this is what he said, and it did not get
a lot of attention, obviously, because 9/11 came the next day. But
this is what he said on September 10, 2001, and I quote, this is
from Donald Rumsfeld: “Our”—meaning the Pentagon’s—“financial
systems are decades old. According to some estimates, we cannot
track $2.3 trillion in transactions. We cannot share information
from floor to floor in this building”—the Pentagon—“because it is
stored on dozens of technological systems that are inaccessible or
incompatible.”

And yet 20 years after Rumsfeld’s statement, I wonder if the sit-
uation is any better today when the Pentagon has now received
three failing audit opinions in a row.

In 2011, the Commission on Wartime Contracting in Iraq and Af-
ghanistan concluded that $31 to $60 billion spent in Iraq and Af-
ghanistan had been lost to fraud and waste, and so forth and so
on. In my view, it is time to hold the DOD to the same level of ac-
countability as the rest of Government.

And let me conclude by saying this: I think everybody in this
Congress and in this Committee understands that we need a strong
defense and that the men and women in the military and their
families must be treated with the respect that they are due. But
we do not need a defense budget that is bloated, that is wasteful,
and that has in too many cases massive fraud.

I hope that all of my colleagues remember what former President
Dwight D. Eisenhower, a good Republican, said as he left office in
1961, and I quote: “In the councils of government, we must guard
against the acquisition of unwarranted influence, whether sought
or unsought, by the military-industrial complex. The potential for
the disastrous rise of misplaced power exists and will persist.” And
in an earlier speech, Eisenhower, remember, a four-star general
who led the effort in Europe in World War II, this is what he said:
“Every gun that is made, every warship launched, every rocket sig-
nifies in the final sense a theft from those who hunger and are not
fed, those who are cold and are not clothed. This world in arms is
not spending money alone. It is spending the sweat of its laborers,
the genius of its scientists, the hopes of its children. This is not a
way of life at all in any true sense under the cloud of threatening
war. It is humanity hanging from a cross of iron.”

What Eisenhower said was true then, and it is true today.

Let me now turn the microphone over to the Ranking Member,
Lindsey Graham, for his opening remarks.

OPENING STATEMENT OF SENATOR LINDSEY GRAHAM

Senator GRAHAM. Well, thank you, Mr. Chairman. I have really
enjoyed the hearings we have had. I think you raise questions that
t}ﬁe country needs to grapple with, so let me give you my view of
things.

I think Senator McCain, who both of us admired, was a big pro-
ponent of trying to make procurement more transparent, and cost-
plus contracting really incentivizes spending more. The big problem
I have seen with weapons system development is change orders.
They will ask that the weapons system do things down the road
they were not designed to do early on. And sometimes that is due
to the threat we face from enemies. We have to adjust our new sys-
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tems to counter their new systems. But count me in for looking at
procurement reform and giving the Pentagon a good once-over in
terms of its modernization of its computer systems and contractors
and all that good stuff.

But what I want to do is remind the American public that the
number one goal, in my view, of the Federal Government is to pro-
tect us. Without national security, Social Security and every other
social network hangs in the balance. There are people out there
that would destroy our way of life if they could, and we need to
make sure they cannot do that. So let us talk about defense spend-
ing in historical terms.

First, let us talk about threats. Now, this is since April. We have
had Russian bombers test us since March of 2021 in Alaska at his-
toric levels. We had 25 Chinese war planes enter into Taiwan’s de-
fenses in April of 2021, a major escalation. There are 80,000 Rus-
sian troops amassed on the Ukrainian border. There were 100,000.
They say they have withdrawn. They have gone from 100 to 80.
From Somalia to Mali, Nigeria, and Mozambique, ISIS in that part
of the world is on the rise. We just had over 80 people killed at
a school in Kabul because radical Islamic terrorists are trying to
destroy all the gains we have made for women in Afghanistan.
North Korea just fired two short-range missiles for the first time
in more than a year. The Chinese are trying to develop a deep-
water blue navy. They are building aircraft carriers, and the Rus-
sians are on the prowl, and I fear ISIS and al Qaeda will come
roaring back if we do not watch it. I have not mentioned anything
about the current conflict between the Palestinians and the
Israelis.

So this is a time of great peril. What should we be doing? We
should have a defense budget that deters war, and if you enter into
one, you win it.

Let us go to the next chart. Last year, the Defense Department
produced a 5-year spending plan to keep modernization and replen-
ish the weapons systems that have been worn out since 9/11. Mr.
Chairman, our military men and women have been deployed more
since 9/11 than any time since World War II. We have flown the
wings off the planes. Our equipment has been heavily utilized, and
our people have really borne the brunt of this war on terrorism and
other conflicts. So they projected in the 5-year plan that we would
be spending $722 billion this year. The Biden budget is 715. My
good friend Senator Sanders has an amendment to cut the defense
budget by 10 percent. It would put us at $660 billion, way below
the projected defense needs, according to the Pentagon, over the
next 5 years.

Now, in terms of gross domestic product (GDP) spending, you
spend on the defense what you need to protect the Nation. In
World War II, we were up to 41 percent. We had a worldwide war.
The world was at risk. Life as we know it was hanging in the bal-
ance, so we went all in to win World War II. Everybody did what
they had to do.

In Korea, we were 14 percent of GDP on that conflict. During the
peak of the Cold War, it was about 10 percent to make sure that
the Soviet Union did not gobble up the world and keep communism
at bay, and I would say it worked.
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Now, from Vietnam up to the end of the Cold War, we were
spending about 4.9 percent of GDP. When the Berlin Wall fell, we
started coming down. On September 10, 2001, we were at 3.11 per-
cent of GDP, a historical low. The peace dividend did not last very
long, did it? The global war on terror, something nobody really
thought about, and how do our weapons systems relate to that con-
flict, we have been at about 4.6 percent. We are withdrawing our
forces from Afghanistan. We are going to be at about 3.4 percent
going towards 3.3 percent.

So here is what I would say. We are on the low end of defense
spending, but we are on the high end of the threat matrix. Person-
ally, I have never seen more capability aimed at the United States
than I do right now. You see Iran getting stronger, not weaker,
when it comes to their military misadventures. You see them en-
riching—let us put that up. Iran is enriching at 60 percent. I want
to remind you that just a few years ago we went through an event
called “sequestration” where we were going to take $1 trillion out
of the defense budget in some budget deal as a punishment for not
reaching a budget number.

Sequestration, according to General Mattis, for all the headaches
caused by the loss of our troops during these wars, no enemy in
the field has done more to harm the readiness of our military than
sequestration. Remember the good old days of sequestration? They
were horrible days. We were having to cannibalize weapons sys-
tems to keep them going. It was a nightmare for the Pentagon. I
asked Secretary Panetta, a Democrat, who is a fine man, “If we
enact sequestration, would we be shooting ourselves in the foot?”
He said, “We would be shooting ourselves in the head.” Sequestra-
tion was an effort to just blindly cut $1 trillion from the Pentagon,
and it made us less capable at a time we needed more capability.

So to those who are watching today, half the money we spend
virtually is on personnel costs; $50 billion in the Pentagon goes to
health care costs. I think Senator Sanders is right to be asking the
Pentagon to be more accountable and transparent. But I think it
is a very dangerous idea to suggest that our defense footprint,
given the threats we face, needs to be changed in terms of less. I
think it needs to be more in terms of capability to deal with the
multiple threats we face, but that “more” should be wisely spent.

So this is a great debate we have been having for a long time,
but the facts are the facts. Given the world we face, we are on the
low end of spending at a time when our enemies are on the high
end of misadventure and spending.

The one thing you do not want to do, Mr. Chairman, is have the
enemy miscalculate and entice them to make mistakes that could
cost us all by not being ready to meet the challenges.

Thank you very much.

Chairman SANDERS. Okay. Thank you, Senator Graham.

We have an excellent panel today. I think we have four panelists
who are here; one will be virtually.

Larry Korb is a senior fellow at the Center for American
Progress. He formerly served as President Ronald Reagan’s Assist-
ant Secretary of Defense from 1981 to 1985.
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Bill Hartung is the director of the Arms and Security Program
at the Center for International Policy. He is the author of a num-
ber of books.

Mandy Smithberger is the director of the Center for Defense In-
formation at the Project on Government Oversight. She has pre-
viously worked in the House of Representatives and served as an
analyst at the Defense Intelligence Agency and the U.S. Central
Command.

Roger Zakheim is the Washington director at the Ronald Reagan
Presidential Foundation and Institute. He previously served as
General Counsel and Deputy Staff Director at the House Armed
Services Committee as well as Deputy Assistant Secretary of De-
fense for President George W. Bush.

Lieutenant General Thomas Spoehr is the director of the Center
for National Defense at the Heritage Foundation. He previously
served in the U.S. Army for 36 years during which he was Com-
mandant of the Army’s Chemical, Biological, Radiological, and Nu-
clear School.

So this is a very strong panel. Let us begin with Larry Korb.
Larry?

STATEMENT OF LAWRENCE J. KORB, PH.D., SENIOR FELLOW,
CENTER FOR AMERICAN PROGRESS

. Mr. KorB. Thank you very much, Mr. Chairman, Senator Gra-
am

Chairman SANDERS. Larry, talk a little bit closer into the micro-
phone, if you could, please.

Mr. KorB. Thank you very much, Mr. Chairman, Ranking Mem-
ber Senator Graham. It is really an honor to be here with you to
talk about what I think is the more important thing in national de-
fense, which is the budget, because in defense dollars are policy. So
I think it is really important.

I would also like to say that it is also an honor to be here with
you, Senator Sanders, and Senator Grassley because I cannot think
of two members who have worked harder to make sure that every
dollar that the Defense Department spends is spent wisely and ef-
fectively. And Senator Grassley and I go back to the Reagan ad-
ministration when we were trying to deal with those things.

Now, I am going to make three points today.

One, the size of the budget that President Biden has proposed I
think is too much.

Number two, there are at least three major programs that I
think can be cut back, if not eliminated.

And then, finally, the whole question of waste in the Pentagon
itself.

Let me begin with President Biden has proposed a budget for fis-
cal year 2022 which is essentially the same as the Trump budget
and basically calls for spending more than $750 billion on defense.

Now, it is important to keep in mind that under the Trump ad-
ministration, the defense budget rose by $100 billion, and Presi-
dent Trump basically said that that was necessary because of the
terrible state of the military he inherited. But that is not true. If
you go back to the fall of 2016 and read the writings of individuals
like General David Petraeus, who I think we all know, along with
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Mike O’Hanlon, a distinguished defense scholar, they point out that
the state of our military was “awesome.” In an article in Foreign
Affairs, in October 2016, “America’s Awesome Military,” they said
the “United States has the best military in the world today by far.”
Therefore the Department of Defense did not need a major budget
increase.

It is also important to keep in mind, since we are dealing with
this historically, that military retirement, which up until the mid-
dle of the Reagan administration used to be in the defense budget,
is now outside, and that now totals over $100 billion. And, finally,
the Veterans Administration (VA) is about $260 billion. It is clear,
therefore, that we are spending a large amount on national secu-
rity, moreover, even if you control for inflation, the proposed Biden
budget level is higher than at the height of the Reagan buildup,
which I had the privilege of working on.

And I might point out that in the second Reagan administration,
when we began to have deficit problems and everything, we cut de-
fense spending by 10 percent.

It is also important to keep in mind that in President Biden’s
campaign, he talked about the Defense Department abandoning all
fiscal discipline. Well, if he is going to go along with the Trump
numbers, I do not see how that does not also abandon fiscal dis-
cipline.

Finally, since we are withdrawing from Afghanistan, we should
basically be able to cut defense spending more with the money we
will have not have to spend on that conflict. I might also point out
that, during sequestration the top-line defense number came down,
but—and this is so important—the warfighting budget, according
to the Pentagon Comptroller, was used as a slush fund to keep de-
fense from being cut too much onto sequestration.

Very quickly, what weapons? You have got the F-35, which the
late Senator John McCain has called a “scandal and a tragedy,”
and basically this is something that the nominee to be Air Force
Secretary called “Acquisition malpractice,” he called it when he
worked for Obama. So that is the first thing you really need to take
a hard look at. And whatever else you do, do not do what Congress
has done the last 5 years, which is basically add to what the Pen-
tagon has requested for the F-35.

I think Adam Smith put it very well. Pouring more money into
F-35 is like pouring money down a rathole.

Second, there is the ground-based missile defense, I agree with
Bill Perry where he says we do not need it, and basically not only
do we not need it to have deterrence, but it is dangerous because,
as many of you know—and I saw it myself when I was on active
duty and when I worked in the Pentagon, you have to launch them
on warning because it is too late if they are hit because they are
not movable. And what happens if it is a false positive, it is too
late. So I do think that that is something that can be eliminated,
and, again, remember we are talking about a weapons system that
has gone up 20 percent in the last couple of years.

And then there are large aircraft carriers, the Ford Aircraft Car-
rier. The first one came in twice the cost of the last Nimitz, and
not only—and, again, I will quote Senator McCain: “The era of the
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big carrier is over.” So if you want to build them, you ought to
build small ones.

And then, finally, when you get to Pentagon Management. The
Comptroller of the Pentagon admitted they waste $25 billion a
year. They have not passed the audit. We need another Base Re-
alignment and Closure (BRAC), which I had the privilege of start-
ing with Senator Goldwater, and take a look at the 800 bases we
have around the world.

Thank you.

[The prepared statement of Mr. Korb appears on page 24]

Chairman SANDERS. Thank you very much, Larry.

Now we are going to hear virtually from Bill Hartung, who is the
director of the Arms and Security Program at the Center for Inter-
national Policy. Bill?

STATEMENT OF WILLIAM D. HARTUNG, DIRECTOR, ARMS AND
SECURITY PROGRAM, CENTER FOR INTERNATIONAL POLICY

Mr. HARTUNG. Thank you. I want to thank Chairman Sanders,
Ranking Member Graham, and members of the Committee for this
chance to address you today. As was mentioned, I run the Arms
and Security Program at the Center for International Policy, CIP,
and our mission is to make a peaceful, just, and sustainable world
the central pursuit of U.S. foreign policy. I will focus my remarks
on the issue of Pentagon waste.

I see four major types of waste at the Pentagon: misguided strat-
egy, buying ineffective weapons systems, overpaying for basic
items, and excess overhead.

Let us start with strategy. A defense strategy that neglects our
most urgent security challenges wastes tens of billions of dollars
while making us less safe. The greatest threats to human lives are
pandemics, climate change, nuclear weapons, and white suprem-
acy. The tools needed to address these challenges are not primarily
military in nature. Our budget should reflect that reality.

CIP’s Sustainable Defense Task Force has come up with a plan
that could save $1.2 trillion over the next decade by putting diplo-
macy first, avoiding unnecessary and counterproductive wars,
adopting a deterrence-only nuclear strategy, and cutting excess bu-
reaucracy. Even after making these reductions, the United States
would have by far the best-funded military in the world, over 2—
1/2 times what China spends and over 10 times what Russia
spends. I ask that our report be submitted for the record along
with my written testimony.

[The submitted report appears on page 68]

The second area of waste is spending on weapons that are either
unworkable, unnecessary, or unaffordable—and in some cases all
three. As we mentioned, a case in point is the F-35 aircraft. After
20 years of development, it is not fully ready for combat, and it
may never be. The F-35 is immensely costly to purchase, operate,
and maintain. The GAO has determined that it will cost billions
more per year than current Air Force estimates and that nearly
half of the fleet could be grounded by 2030 for lack of a functioning
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engine. That is quite an admission for a plane that is slated to cost
$1.7 trillion over its lifetime. There should be a pause in production
of the F-35 until it can be made effective and affordable. If it can-
not meet these requirements, the program should be phased out.

The second case of unwise procurement is the new interconti-
nental ballistic missile (ICBM), a ground-based strategic defense
system, or GBSD. Former Secretary of Defense William Perry has
called ICBMs “some of the most dangerous weapons in the world”
because the President would have just a matter of minutes to
launch them on warning of an attack, greatly increasing the risks
of an accidental nuclear war. We can maintain a robust deterrent
without building a new ICBM, which will cost $264 trillion over its
lifetime.

The third area of concern is price gouging by contractors. An
egregious case in point is TransDigm, which took profit level of
over 4,000 percent—4,000 percent—on spare parts provided to the
Pentagon. This kind of overcharging is routine and costs billions of
dollars per year.

Finally, there is the issue of excess overhead. The greatest source
of redundancy is the Pentagon’s employment of 600,000 private
contractors. Many of these contractors do jobs that can be done bet-
ter by civilian Government employees at much lower cost. Cutting
spending on private contractors by 15 percent would save over $26
billion per year.

Another source of overhead comes from major weapons contrac-
tors. As was mentioned before, in all more than half of the Pen-
tagon budget goes to private contractors. The top five contractors
alone received over $150 billion in Pentagon contracts last year,
and Lockheed Martin made $8 billion in profits. Its CEO made over
$20 million, 500 times what a beginning enlistee in the armed
forces makes. If we want to save on Pentagon spending, we need
to go where the money is. That is why I believe we should have
an independent assessment of contractor compensation, profits, and
overhead, ideally done by the GAO, which would be a tool for cut-
ting corporate overhead and corporate misfeasance in Pentagon
spending.

I think all of us can agree that Pentagon waste benefits no one
and does nothing to enhance our security. So I think there are
measures we can take to eliminate that, but I think we have to
look at both the waste from misguided policies as well as the waste
from mismanagement.

And so, with that, I will conclude my remarks, and I thank you
again for the opportunity to testify, and I look forward to your
questions.

[The prepared statement of Mr. Hartung appears on page 31]

Chairman SANDERS. Well, thank you very much, Bill.

Our next panelist is Mandy Smithberger, who is the director of
the Center for Defense Information at the Project on Government
Oversight. Mandy?



10

STATEMENT OF MANDY SMITHBERGER, DIRECTOR, CENTER
FOR DEFENSE INFORMATION, PROJECT ON GOVERNMENT
OVERSIGHT

Ms. SMITHBERGER. Thank you, Chairman Sanders, Ranking
Member Graham, and members of the Committee, for inviting me
to testify before you today. I want to thank the Committee for hold-
ing this hearing and examining spending at the Department of De-
fense and to thank the Chairman for his leadership in forcing a de-
bate on the size of the Pentagon’s budget.

While we await details on the fiscal year 2022 budget, what we
know so far shows Pentagon spending continues to increase at an
unsustainable rate. Testimony heard before this Committee nearly
40 years ago largely remains true. We are paying too much for too
little capability. Buying unproven weapons systems in quantity be-
fore testing is complete, awarding contracts to companies with his-
tories of waste and misconduct, and giving disproportionate fund-
ing to an agency that is years away from being able to pass an
audit wastes taxpayer dollars and undermines readiness.

Significant cuts to the Department’s budget are necessary to cre-
ate the incentives and pressure for reform, to address how the De-
partment spends its money and how it fails to set priorities. Throw-
ing even more money at the Department I fear is going to make
these problems worse.

As has been mentioned, the Department’s most expensive pro-
gram, the F-35, is an instructive case study of current problems
and their expensive consequences. At the beginning of the F-35
program, the aircraft’s public image was that it would be “more
Chevrolet than Porsche.” This year, the Air Force Chief of Staff
called it “something closer to a Ferrari.” While there are many les-
sons to be drawn from the F-35 program, there are four I want to
highlight.

First, we must fly before we buy.

Second, we must insist on good data from the beginning of these
programs.

Three, we have to beware complexity in the cost that that brings
onto our force.

And, four, we must secure as much as possible the intellectual
property rights to enhance competition.

The conventional wisdom is that the F-35 program is politically
untouchable due to sunk costs and because contracts are spread
out across the country. I can think of no greater indictment of our
current acquisition system if we cannot course-correct a program
because of corruption in our system. I think we need to make sure
that we are doing the right things for our warfighter.

We also have an acquisition system designed to increase costs.
The most significant problem, as you mentioned, Chairman, is the
corrupting influence of the revolving door of senior Pentagon offi-
cials going to work for the defense industry. The end result is offi-
cials appearing to or actually confusing what is in the best interest
of our national security with what is in the best financial interest
of defense contractors.

Of course, the Department does not just pay too much for com-
plex weapons systems. They also spend too much on spare parts.
We get fleeced on spare parts like pins and drainpipes. The over-



11

priced plastic toilet seat covers that cost $640 in the 1980s now
cost $10,000.

One of the root causes of these overcharges is misuse of commer-
cial item designations, which makes it difficult for the Government
to obtain cost or pricing information to determine whether the
prices contractors are charging are fair and reasonable. When an
item is designated as commercial, contractors generally do not have
to provide cost or pricing information to the Government. If some-
thing were truly commercial, prices would not be secret. Reforming
the definition of “commercial item,” as the Obama administration
previously proposed, is an overdue reform to reduce overpayments
and waste.

As Mr. Hartung mentioned, another opportunity for savings is
service contracting. Last year, the Department spent $200 billion
on service contracts. POGO has found that service contractors can
cost nearly three times more than civilian employees. Both the De-
fense Business Board and the Pentagon’s own cost-estimating shop
have identified this as a key opportunity for savings. Looking for
those savings and improving data on that spending will go a long
way to helping the Department.

We must also make sure that taxpayer dollars do not go to risky
contractors. Currently, companies that waste taxpayer funds or de-
fraud the Government often continue to receive contracts. The Gov-
ernment could make more informed decisions about who wins those
awards if reporting and transparency of responsibility information
was improved. Chairman Sanders made sure that much of this in-
formation is available to the public, but it is a shadow of the infor-
mation that we should have.

One final danger is the opaque nature of beneficial ownership in-
formation. Hiding who really owns controls and financially benefits
from an entity presents corruption risks and can undermine na-
tional security. Congress recently strengthened public disclosure of
beneficial owners, but this disclosure should go farther.

In summary, we recommend four major areas of reform.

First, we must stop the revolving door between the Pentagon and
the defense industry.

Two, we most reform acquisition laws to empower the Depart-
ment to make smarter buying decisions.

Three, we must increase transparency and curtail the overuse of
service contracting.

And, four, we must enhance the Government’s tools to ensure
taxpayer dollars only go to responsible companies.

Finally, I want to thank the Committee for continuing to conduct
oversight over the Department’s weak financial management and
would urge the Committee to also look at how statutory require-
ments for wish lists undermine budget discipline overall. The im-
portance of the Department of Defense mission along with its sig-
nificant taxpayer resources means that it must be a model for effi-
ciency and for accountability.

N Thank you again. I am happy to answer any questions you may
ave.

[The prepared statement of Ms. Smithberger appears on page 37]
Chairman SANDERS. Thank you very, very much.
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Our next panelist is Roger Zakheim, who is the Washington di-
rector of the Ronald Reagan Presidential Foundation and Institute.
Roger?

STATEMENT OF ROGER ZAKHEIM, DIRECTOR, RONALD
REAGAN INSTITUTE

Mr. ZAKHEIM. Chairman Sanders, Ranking Member Graham, and
distinguished members of the Committee, thank you for inviting
me to testify today. The following is a summary of my full state-
ment, which I have submitted for the record.

As Congress reviews the fiscal year 2022 defense budget request,
this Committee should consider three things:

Number one, providing a 3- to 5-percent real growth per annum
increase in defense spending to ensure that the Department of De-
fense can execute its current strategy, mission requirements, and
modernize the force.

Two, end the repeated use of continuing resolutions and revisit
the laws that incentivize “use it or lose it” spending, and continue
to support DOD efforts to realize a comprehensive, clean audit.

Three, ensuring that emergency spending measures before Con-
gress do not leave the Department of Defense victim to reduced ap-
propriations and harmful budget delays.

Defense budgets must be strategy-driven and fiscally informed,
not the reverse. Secretary Austin echoed this view during his Sen-
ate confirmation hearing saying, and I quote, our “resources need
to match our strategy and our strategy needs to match our policy.”

As the 2018 bipartisan National Defense Strategy (NDS) Com-
mission outlined, Russia and China have embarked on massive
military modernization initiatives that have diminished America’s
longstanding military advantages, and even surpassed the United
States in some key capability areas.

Accordingly, the NDS Commission’s recommendation that a 3- to
5-percent real growth increase in defense spending remains an ur-
gent priority for the U.S. military to project power and uphold alli-
ance commitments. The Biden administration has nominated a
Comptroller for the Department of Defense who just yesterday
stood by this recommendation.

Even before the economic downturn triggered by COVID-19,
calls to reduce defense spending emerged from elements in both po-
litical parties. Now, with historic deficits following the Federal
spending on COVID-19 relief and other proposed emergency meas-
ures, those calls are increasing.

To examine the real consequences of cuts to the Pentagon’s re-
sources, the Reagan Institute along with the Center for Strategic
and Budgetary Assessments hosted two Strategic Choices Exercises
this past fall captured in this publication. The results of this bipar-
tisan group effort were clear: Defense budget cuts would have a
devastating consequence on our military and our national security.
A 10-percent cut, something discussed today, would leave the
United States with a military that is incapable of carrying out the
current National Defense Strategy. It would compel the Depart-
ment of Defense to reexamine its current standard of maintaining
a force that can win one war while deterring another. In other
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words, “With cuts of this magnitude, the United States could be re-
duced to a de facto hemispheric power by 2030.”

The administration’s $715 billion budget request for fiscal year
2022, when accounting for inflation, is a reduction from the pre-
vious fiscal year. While this may appear to be sufficient to main-
tain the status quo, readiness and modernization accounts will
shrink as other budget lines, such as personnel and operations and
maintenance accounts tend to demand continued real growth.

Put differently, defense cuts do not equal defense reform; rather,
as our strategic choices exercise makes clear, less resources result
in a less capable fighting force.

As this Committee considers how to reduce waste and ineffi-
ciency, it ought to consider one of the most consistent drivers of in-
e(f}ﬁciency in the Department of Defense: continuing resolutions
(CR).

As this Committee knows, the Department of Defense has start-
ed the fiscal year under a CR 15 of the past 20 years, creating un-
necessary uncertainty that creates significant management chal-
lenges for the Department of Defense. Interim CRs create com-
pressed timelines for expenditures and generate waste by requiring
short-term contracts that must be re-signed once additional fund-
ing has been allocated. These inefficiencies cost real money, and
the NDS Commission, which I referenced before, concluded CRs
have had “a grave material impact, encouraging inefficient, ‘use-it-
or-lose-it’ spending by the services at the end of the fiscal year, re-
sulting in delays in acquisitions and modernization, and exacer-
bating readiness problems throughout the force.” A more radical re-
form the Congress might consider is revisiting legal restrictions
that incentivize “use-it-or-lose-it” spending.

Last, this Committee should also consider how emergency spend-
ing measures before this Congress may impact the Department of
Defense and the annual appropriations processes. In the aggregate
these measures before the Congress would add up to the equivalent
of over 4 years of Federal discretionary spending. Though the un-
precedented crisis brought on by the COVID-19 pandemic justifies
emergency spending, prioritizing multi-trillion, multi-year omnibus
packages threatens to exhaust congressional appetite for spending
during its regular consideration of the President’s budget request
leaving the DOD in a precarious funding position.

Americans understand what it takes to sustain the peace and
prosperity, and they are willing to make the investments necessary
to support a strategy that delivers just that. It is imperative that
this Congress balance domestic and national security priorities in
a fashion that ensures our military is properly resourced to meet
the demands of our national defense obligations.

Thank you for this opportunity. I look forward to answering your
questions.

[The prepared statement of Mr. Zakheim appears on page 49]

Chairman SANDERS. Thank you very much.

Our next panelist is Lieutenant General Thomas Spoehr, who is
the director of the Center for National Defense at the Heritage
Foundation. General?
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STATEMENT OF LIEUTENANT GENERAL (RET.) THOMAS
SPOEHR, DIRECTOR, CENTER FOR NATIONAL DEFENSE, THE
HERITAGE FOUNDATION

General SPOEHR. Chairman Sanders, Ranking Member Graham,
other members of the Committee, good morning. Thank you for the
opportunity to appear today.

The Department of Defense, with its nearly 20 million employ-
ees, an annual budget of over $700 billion, and more than $3 tril-
lion worth of assets, has a special obligation to be a good steward
of the resources entrusted to it for the Nation’s defense. No organi-
zation is perfect, and the DOD is no exception. But given the
amount of oversight, safeguards, and reforms in place over the
years, it is my opinion that the Pentagon today is one of the most
scrutinized and reformed organizations in the Federal Government.

In March 2021, the Government Accountability Office reported
“DOD continues to demonstrate a strong commitment, at the high-
est levels, to improving the management of its weapon system ac-
quisitions,” and that “DOD leadership continued its commitment to
financial management improvements.”

Some argue that the Pentagon budget is overly large, indeed
“bloated” and riddled with waste. But just because something is big
does not mean it is bloated. Dwayne “The Rock” Johnson is big, yet
no one in the world would accuse him of being bloated.

National defense now consumes the smallest portion of the U.S.
Federal budget in 100 years—15 percent—and continues to shrink.
And except for a moment in 1999, spending today on national de-
fense now consumes the smallest percentage—3.4 percent—of the
U.S. gross domestic product in modern history.

Critics will use the statement DOD’s funding is bigger “than the
next ten nations’ military budgets combined” as grounds to argue
that the budget is overly large and unnecessary. But added context
and explanation is necessary.

First, when adjusted for purchasing power parity, an internation-
ally recognized method of equating economies, U.S. defense spend-
ing in terms of its purchasing power turns out to be roughly equal
to that of two countries—China and Russia—not ten.

The second overlooked element is that the U.S.—for better or
worse—is a global power with worldwide defense commitments to
North Atlantic Treaty Organization (NATO), Japan, South Korea,
Israel, Australia, New Zealand, sea lanes, and other areas. Other
countries do not share these responsibilities, and it is misleading
to compare the United States to others without that context.

In the end, the best and, unfortunately, the most difficult way to
determine the proper size of the U.S. defense budget is to under-
stand how well that budget allows the Nation to execute its current
National Defense Strategy.

I would like to turn to the Pentagon’s reform efforts. No other
Federal department has undergone the number of reforms and effi-
ciency drives as the Pentagon has in the last 5 years. Working in
many cases at the direction of Congress, the DOD converted its de-
fined benefit retirement plan to a hybrid defined contribution plan,
cut headquarters sizes by 20 percent, completely reorganized the
delivery of its health care, and produced a new acquisition frame-
work to acquire capabilities. Pentagon efficiency efforts, such as the
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Defense-Wide Review or the famous “Night Court” review in the
Army, saved billions of dollars.

Finally, let me now turn to the DOD financial audit. Some point
to the Pentagon’s inability to pass an audit as evidence that the
Pentagon is unworthy of its funding. Congress imposed the require-
ment for the DOD to pass a financial audit back in 1990, even
though passing an audit is no guarantee an organization is well
managed or free from corruption. Indeed, Enron, the poster child
for corporate abuse, passed all its financial audits, right up until
the moment it imploded from massive fraud.

The Pentagon has undergone three full audits in the last 4 years
without passing any of them. At a recent hearing, the Acting DOD
Comptroller predicted that it would now take until 2028 for the
Pentagon to pass the audit.

Albert Einstein is credited with saying that the definition of in-
sanity is doing the same thing over and over again but expecting
different results. It is not for lack of trying that the Pentagon has
not passed the audit. The audit is larger in scope and size than any
other attempted of its kind. The 2017 audit cost nearly $1 billion
dollars—$367 million to conduct it, $551 million to fix the issues
it discovered. And subsequent years have carried similar costs.

U.S. corporations by law undergo strict financial audits to assure
potential investors of the soundness of their offerings. But the DOD
is not a corporation and has no corresponding need.

Conducting the audit is the law of the land and for that reason
must be performed. But there should be more than a legal require-
ment to continue to spend $1 billion a year unless the payoff at the
end is expected to outweigh the costs. But, unfortunately, most ex-
perts believe passing the audit will not cause the DOD to become
appreciably more efficient nor better managed.

The effort to audit the Pentagon should not be, however, dis-
carded. There are some elements which, if tackled and fixed, would
provide value-added like fixing problematic financial transactions
and IT systems. But many elements of the audit, such as verifying
physical property existence and valuations—portions of which de-
mand DOD recount physical property, such as World War II build-
ings, or the requirement to place a value on a 1960s-era armored
personnel carry—carry no value. So the audit requirement should
be modified. Congress should take the immediate opportunity to
work with the Pentagon and the auditing community to narrow
and focus the effort of the financial audit to include only those
items which, if fixed, would add direct value to management and
financial operations of the Pentagon.

Thank you for the opportunity to testify. Nothing I have said
should be taken to mean that the Pentagon deserves a free pass
on efficiency. Indeed, the Pentagon must get better. There are no
quick and easy solutions to making the Pentagon more efficient.
But “hard” is not “impossible,” and nothing is more important to
the long-term future of this country than an effective and efficient
national security apparatus.

Thank you.



16

[The prepared statement of Lieutenant General (Ret.) Spoehr
appears on page 56]

Chairman SANDERS. Thank you.

Okay. Now we will begin the questioning. Let me begin with
Mandy Smithberger. Ms. Smithberger, in your written testimony,
you talk about the Pentagon providing $334 billion to defense con-
tractors that defrauded taxpayers over the recent 5-year period.
You talk about defense contractors being found guilty of price
gouging, providing poor-quality goods and services, and improperly
disseminating sensitive military information. You talk about the
Pentagon paying $10,000 for a plastic toilet seat, $71 for a pin that
should have cost 5 cents, and paying nearly $2,300 for landing gear
that should have cost $10.

So my question is: How prevalent is fraud within the defense
contracting industry?

Ms. SMITHBERGER. Thank you for the question.

Chairman SANDERS. Speak as close as you can to the micro-
phone.

Ms. SMITHBERGER. Yes, apologies for that. So we know
anecdotally from these instances that you refer to that—and POGO
maintains a Federal contractor misconduct database so that we can
try and take advantage of what has been publicly reported. But I
do think that we need to have a more comprehensive review on
what the scale of these issues are that we have not had a review
of how the Department is using its suspension and debarment sys-
tem to prevent us from continuing to do business with other con-
tractors. It is easily in the billions of dollars. I suspect it is in the
tens of billions of dollars. But we really need to have an authori-
tative look from independent auditors.

Chairman SANDERS. Okay. Thank you.

A question for Bill Hartung. Bill, you note in your testimony that
at least half of the Pentagon budget goes to private contractors. Is
that a problem in its own right? Or is the issue whether these cor-
porations are held accountable to provide effective goods and serv-
ices at a fair price?

Mr. HARTUNG. Thank you, Senator Sanders, for the question. I
think it is both. When you have five companies getting $150 billion,
about 20 percent of the Pentagon budget, it gives them immense
bargaining power over the Pentagon. When you see examples like
the new ICBM, where it was a sole-source contract because Boeing
pulled out of the competition with Northrop Grumman because
Northrop Grumman was allowed to purchase the biggest producer
of solid rocket motors for ICBMs, and Boeing said, well, you know,
this was the end of it, we cannot compete on this basis. So these
big companies and these big mergers I think just tilted the balance
in favor of the contractors against the taxpayers.

Then, of course, there are many measures that should be taken,
as Ms. Smithberger has noted in her testimony, including empow-
ering contracting officers to challenge bogus pricing. I think we
need to, as I said, have an audit of contractor overhead. So there
is a whole series of things that could be done. I think fly before you
buy so we are not buying planes like the F-35, which may never
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get doff the runway in the numbers needed to meet our defense
needs.

So I think it is a combination of certainly not letting any more
mergers happen, maybe looking at reducing and taking apart some
of the prior ones, and then much more rigorous oversight. So I
think it is the combination of the two.

Chairman SANDERS. Good. Thank you very much.

Larry, you worked for the Defense Department under President
Reagan. Is that correct?

Mr. Korg. That is correct, yes.

Chairman SANDERS. All right. The bottom-line question here, I
think, is all of us want a strong defense. Senator Graham says it
is a dangerous world. It is a dangerous world. But just spending
huge amounts of money does not make our military more effective.
We could be wasting huge amounts of money, making it less effec-
tive, in fact.

So my question to you is a very simple one. You mentioned dur-
ing the Reagan years actually defense spending was cut. Do you be-
lieve that, given the enormous problems facing our country in
terms of infrastructure and poverty and health care, et cetera, et
cetera, do you believe that we can maintain the kind of strong mili-
tary that we need and yet that we can cut defense spending?

Mr. KoORB. Very definitely I do, because basically no matter how
much you spend on defense, you cannot buy perfect security, al-
ways going to make choices. And so, therefore, my experience in
Government and out of Government—I wrote my doctoral disserta-
tion on the role of the military in the defense budget process—basi-
cally is you do the best you can with the number that you have.
And so, therefore, if you told me today to go back to the Pentagon
and you have got $700 billion, I think I could provide security and
deal with the deficit. And remember that the deficit is also a threat
to national security. And so, therefore, if you are cutting defense
to help deal with the deficit, you are actually improving national
security.

I think that there is no magic number for the defense budget.
This current number is historically high, and as I mentioned—and
no one pays much attention—we used to have military retirement
in there with the numbers you are comparing from years ago. It
is not there anymore. It is $100 billion that the Pentagon does not
have to spend in this amount, but the taxpayer still spends it.

Chairman SANDERS. Good. Okay. Thank you very much.

Senator Kaine? Oh, sorry, my apologies. Senator Graham.

Senator KAINE. I want to go, but I am not rushing. Go ahead.

Chairman SANDERS. I am sorry. My fault. Senator Graham.

Senator GRAHAM. Okay, I will be quick. Thank you. Thank you,
Bernie.

General Spoehr, are you available?

General SPOEHR. Yes, sir.

Senator GRAHAM. You said in your testimony, I believe, that we
are about at 3.4 percent of GDP on defense spending, and that is
the lowest in modern history except for 1999. Is that correct?

General SPOEHR. Yes, Senator.

Senator GRAHAM. Okay. So when people say that we are spend-
ing more on defense, the truth of the matter is, in terms of GDP,
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over the arc of time, we are the second-lowest level in modern his-
tory. Is that correct?

General SPOEHR. It is, Senator, yes.

Senator GRAHAM. Mr. Zakheim, do you agree with that?

Mr. ZAKHEIM. Yes, Senator.

Senator GRAHAM. Okay. Now, let us compare that to the Rus-
sian-Chinese defense budgets. In what direction are they headed,
Mr. Zakheim?

Mr. ZAKHEIM. Senator, both China and Russia are significantly
increasing their defense spending.

Senator GRAHAM. Okay. How many of you remember sequestra-
tion? Everybody? Mr. Korb—is that correct, sir.

Mr. Kora. That is correct, Senator.

Senator GRAHAM. You mentioned General Petraeus. I have a
quote here. This is in September 2016. “It is also time to end the
perennial threats of sequestration and place the Pentagon’s budget
on a general upwards path in real terms.” September 2016. But the
statement that I would like to run by you, the Secretary of Defense
said, “For all the heartache caused by the loss of our troops during
these wars, no enemy in the field has done more to harm the readi-
ness of our military than sequestration.”

Do you agree with that statement?

Mr. KORB. No, I do not.

Senator GRAHAM. Okay.

Mr. KORB. Because as I mentioned, you had a slush fund in the
Overseas Contingency Operations (OCO) account. For example, we
pay in the warfighting budget——

Senator GRAHAM. Why would he say that? Why do you think he
would say that?

Mr. KorB. Well, I think that it could have that effect, if you did
not use the warfighting budget as a slush fund to offset sequestra-
tion in the baseline budget.

Senator GRAHAM. Mr. Korb, here is what I would say. I lived
through sequestration like Senator Kaine. It was great. It was dev-
astating. Our readiness was affected. Our modernization program
was robbed. We had to transfer money and equipment to front-line
warfighting, and everything back home deteriorated.

So let me ask you this: Do you support a 10-percent cut in our
military budget as proposed by Senator Sanders?

Mr. Korg. I think you could cut it 10 percent and still have an
effective——

Senator GRAHAM. Okay. Ma’am, what would you say? I do not
want to butcher your name. How do you say your last name?

Ms. SMITHBERGER. Oh, “Smithberger.” It is just a German one.

Senator GRAHAM. Okay. I lived in Germany, and I was not very
good at German then. So would you support a 10-percent cut?

Ms. SMITHBERGER. I think those are the kinds of numbers that
we need to be talking about.

Senator GRAHAM. Okay. The other gentleman, Mr. Hartung,
would you support a 10-percent cut?

Mr. HARTUNG. Yes. I think with a realistic strategy and proper
procurement, we could certainly defend the country with a 10-per-
cent cut.
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Senator GRAHAM. Mr. Zakheim, would you support a 10-percent
cut?

Mr. ZAKHEIM. Senator, I would not.

Senator GRAHAM. General Spoehr, would you support a 10-per-
cent cut?

General SPOEHR. Senator, a 10-percent cut to the military today
would not allow us to execute the National Defense Strategy nor
allow us to counter the efforts of China.

Senator GRAHAM. And let me just give you my 2 cents’ worth. I
think if we cut our budget 10 percent militarily, our allies would
freak out. NATO without the United States is not a whole lot. We
appreciate all their contributions, but we saw that in Libya. So we
are an indispensable partner in keeping the world stable. I just
cannot imagine the ripple effect throughout the world if America
chose to go below where we are today in terms of emboldening our
enemies.

Mr. Zakheim, what threat does Iran present to the region and to
the world, in your view?

Mr. ZAKHEIM. Senator, Iran presents a threat to freedom across
the world. It threatens our close allies——

Senator GRAHAM. Do you believe if they had a nuclear weapon
they would use it?

Mr. ZAKHEIM. Senator, a threat is a combination of intent and ca-
pability. The mullahs in Iran have demonstrated that they intent
to bully, and with that capability they would use it in lots of dif-
ferent

Senator GRAHAM. Do you agree with that, General Spoehr?

General SPOEHR. I do, sir. They just lobbed ten ballistic missiles
against U.S. forces in Iraq. Why would they stop at a nuclear
weapon?

Senator GRAHAM. So pivoting to Asia is a great aspiration, but
let me tell you right now, to any administration, if you do not un-
derstand the threats coming from the Mideast to our national secu-
rity and that of our allies, you are making a very dangerous mis-
take. And it is right to want to challenge China because they are
getting more robust. So the idea of pivoting from one threat area
to another is not an option. You have to deal with all the threats.
And I cannot think of a worse time in modern American history to
be reducing our defense capability than right now.

Thank you.

Chairman SANDERS. And now Senator Kaine.

Senator KAINE. Thank you, Mr. Chair, and thank you for calling
this hearing. It is an important matter for not just the Armed Serv-
ices Committee to dig into but the Budget Committee as well.

I have followed the historic data about defense spending as a
percentage of GDP and other spending categories. We have often
talked about that in the Committee. Most of our spending cat-
egories as a percentage of GDP are going down. Nondefense discre-
tionary is going down. Defense spending is going down. Pension
and health-related items are going up. Interest as a percentage of
GDP is going up. And the thing that is really going up fast is tax
expenditures. Tax collection as a percentage of GDP has been drop-
ping, but the tax expenditures have been dramatically going up.
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And so I put it in that background. Even though defense spend-
ing as a percentage of GDP is going down, we ought to get rid of
waste, fraud, and abuse. We should. How do you determine that
and how do you do it is the issue.

First, you ought to match what you are doing against the threat
to the Nation’s security. So what I would like to ask our five wit-
nesses to do—and I will go to the three in person, starting with Dr.
Korb, and then come to our two online—is: On a scale of 1 to 10,
1 being we should not be worried at all, 10 being we should be very
worried, give me your 1-to-10 rankings of how worried we should
be about Russia and China on a 1-to-10 scale?

Mr. KorB. I would say no more than a 5. This is not the second
coming of the Cold War.

Senator KAINE. And you would say no more than 5 for either
Russia or China?

Mr. KoORB. Yes. I would say no more than 5 for China, and Rus-
sia maybe a 2.

Senator KAINE. Okay. And if you want to, you can say you have
no opinion about this question, but I just want to now move to Ms.
Smithberger.

Ms. SMITHBERGER. Thank you for the question. I would say a 6,
but I think it is important that we look at what is happening when
we have such a large level of spending and whether we are actually
spending money on combating those threats in an effective way.

Senator KAINE. When you say 6, you would say for both Russia
and China?

Ms. SMITHBERGER. Yes.

Senator KAINE. Mr. Zakheim?

Mr. ZAKHEIM. Senator, I would put China ahead of Russia. You
know, I do not want to make them 10 feet tall, but they are ap-
proaching that. So I would give them an 8 and then put Russia be-
hind it. The distinction I would make and ask you to consider is
that Russia’s adventurism is a real near-term threat; whereas,
China is a problem today and a bigger problem tomorrow.

Senator KAINE. Now if I could go to Dr. Hartung and General
Spoehr.

Mr. HARTUNG. Yes, I would probably rank China at a 4 and Rus-
sia at a 2. We are more capable than China in virtually every
major military, you know, capability. We spend three times as
much. We have a more capable navy. We have 13 times as many
warheads

Senator KAINE. I got you. If I could, I want to move to another
question, but I want to hear General Spoehr’s answer.

Mr. HARTUNG. Sure.

General SPOEHR. Sir, I would give China a 9. We have never
seen an adversary like them, and they are on a trajectory. They are
growing their defense budget this year by 6.8 percent. I would give
Russia a 7. Thank you.

Senator KAINE. Thank you for that. I do think it is important to
match spending to threat levels.

Here is the next point I want to make. If we are going to make
cuts—and we should always analyze whether we should—we
should not make them non-strategically. I will give you a couple of
examples.
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A few years ago, there was a big battle in the Armed Services
Committee, and over my objection a decision was made to do
across-the-board cuts to headquarters—not strategic cuts, just we
imposed a percentage cut on headquarters. Thirty-three percent of
the Pentagon personnel that were overseeing military housing were
laid off. And then 3 years later, we had a massive problem about
nobody was overseeing military housing.

We have in the last few years reduced significantly Pentagon
staff that oversee MilCon construction projects. We know of over-
spending on weapons systems platforms, but if you looked at the
MilCon budget for like 2017 and you looked at projects and you
said what percentage of these came in on time and on budget, the
answer is: Who knows? We do not have anybody there to do the
analysis of this.

So if we are going to make cuts, we should really try to find what
is fraudulent, what is abusive, what is wasteful. The across-the-
board stuff, you end up hurting yourself, and then it comes back
to bite you later.

And then the last thing I would like to say in my last 30 seconds
on this is I think it was you, Ms. Smithberger, who may have said
something about inadequate testing. This is a huge problem with
the Pentagon. On weapons systems, on construction projects, we do
not set up the toll booths early enough and then test to see wheth-
er it is working before we just blow through them. And then the
problems turn into massive problems that could have been solved
much earlier.

We had testimony recently in an Armed Services Committee
hearing from the Office of Testing and Evaluation at the Pentagon,
within the last 2 weeks, and they said every weapons system that
they tested in 2020 flunked the, well, I guess it is vulnerable to a
cyber attack. And that was because enough work was not done up
front on the engineering and research and early testing to protect.
And so I think there is significant ways that we can cut abuse or
waste or inefficiency, but we may have to invest some dollars early
in things like testing or the personnel to oversee construction or ac-
quisitions if we are going to do it in a smart way rather than in
an across-the-board way that could hurt us.

Thank you, Mr. Chairman.

Chairman SANDERS. Thank you, Senator.

Senator Grassley.

Senator GRASSLEY. Thank you, Mr. Chairman and the witnesses,
for this hearing on a very important issue. It is so important.

I would like to hear from the Defense Secretary to come and tes-
tify as well. Every year when a new defense authorization or fund-
ing bill is due, military leaders and my colleagues claim additional
funding is crucial to countering our enemies and protecting our in-
terests abroad. National defense is the number one priority of our
Government, and Congress is often reluctant to deny money that
military leaders say is greatly needed.

However, Congress and the Pentagon need to reach an under-
standing that fiscal accountability and military readiness are not
mutually exclusive. Earning a clean audit opinion would strength-
en military readiness and boost support for increases to defense
spending with both Congress as well as the taxpayer. It is crucial
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for our national defense that the Department of Defense can fully
account for its spending.

Yes, the Defense Department has completed three consecutive
annual audits now. There are some signs of progress. However, the
goalposts continue to shift, and we are told maybe, just maybe, we
will have a clean opinion 7 years from now, nearly 40 years after
Congress first passed a law requiring a clean audit. While some
findings have been closed, new ones seem to be raised.

One of the key findings of the audit year after year is that inter-
nal controls are weak or nonexistent. Sloppy bookkeeping, anti-
quated accounting systems that cannot generate reliable trans-
action data lead to unaccountable spending and create an environ-
ment ripe for waste, fraud, and abuse. It is these underlying sys-
tems that must be fixed before any real progress on audit can be
made.

We have 3 minutes, Ms. Smithberger, for a couple questions for
you. The Department of Defense has competing priorities, including
supporting the National Defense Strategy of 2018. Audit remedi-
ation efforts are expensive. Do you think it is a worthwhile use of
limited resources to support the efforts to get a clean opinion? And
how do you think the audit efforts improve accountability in other
areas such as defense contract oversight over bad actors?

Ms. SMITHBERGER. Thank you, Senator, for the question and for
your leadership on these issues. I do think that the audit is worth
it. I think we are already seeing the payoffs where we are discov-
ering significant weaknesses in our real property management, dis-
covering billions of dollars of assets and equipment that we did not
know that we had, and being able to—so I think in many ways it
is going to pay for itself.

There are other ways that we have seen real dividends in invest-
ing in these audit processes, as Senator Kaine was mentioning.
There are a number of arenas where we are not doing enough
when it comes to cybersecurity, and the audit is revealing a num-
ber of those vulnerabilities. And I think it has really been the Con-
gress pushing the Department to prioritize the audit that has real-
ly led to making a number of overdue changes, and by having those
more effective and reliable systems that we are going to be able to
be better at identifying contractor fraud, we are going to be better
at being able to identify systemic problems that are undermining
our readiness and causing waste.

Senator GRASSLEY. Also for you, my final question. The Chief Fi-
nancial Officers (CFO) Act was passed way back in 1990. It has
taken decades for the Department of Defense to even begin con-
ducting a full financial statement audit, and a clean opinion is sup-
posedly still years away. What in terms of incentives or penalties
would be effective to accelerate the pace of the audit effort and en-
sure that progress is made and that DOD is not simply conducting
an audit every year that is doomed to fail?

Ms. SMITHBERGER. Thank you for the question. So POGO was
very proud to support your amendment with Senator Sanders that
would actually impose financial penalties to components who are
not able to meet these goals. I think what is important about this
is not only the accountability, but continuing to show to the De-
partment how seriously you are taking these issues, and then you
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are empowering people within the Department to make sure that
these problems are addressed and so that we can accelerate the
rate so that we can get to a clean audit much sooner.

Senator GRASSLEY. Yes. And then one final statement. Since Mr.
Korb mentioned my name and I do appreciate working with him
decades ago, we did accomplish something that particular first
term—or I guess it was during the second term of Reagan, we got
the False Claims Act passed that has brought $63 billion back into
the Federal Treasury as a result of all of the waste and abuse and
mismanagement that we pointed out in the Reagan administration
first term.

Thank you. I yield back.

Chairman SANDERS. Okay. Thank you, Senator Grassley.

Is Senator Van Hollen available? I know he wants to commu-
nicate virtually. He may be tied up. Not now. All right.

Well, with that, then we have a vote, I think, so let me just con-
clude by thanking our panelists. This is an issue, I think, that
needs an enormous amount of work on the part of Congress. The
amount of money that we are dealing with is staggering. The com-
plexity of the DOD budget is quite unbelievable. And I think at the
end of the day we want a strong defense, but we want to do it in
a cost-effective way. And in my view, there is a lot of work that
has to be done to make that agency much more cost-effective.

So let me thank the panelists, let me thank the Senators, and
this meeting is adjourned.

[Whereupon, at 12:12 a.m., the Committee was adjourned.]

ADDITIONAL MATERIAL SUBMITTED FOR THE RECORD

[Prepared statements, responses to written questions, and addi-
tional material submitted for the record follow:]
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Chairman Sanders, Ranking Member Graham, and members of the Senate Budget Committee, it
is an honor and a privilege to appear before you today to discuss the national security
implications of the FY2022 defense budget. I am particularly honored to discuss these issues
with Chairman Sanders and Senator Grassley. There are no more effective members of
Congress, over the last several decades, in ensuring that every dollar authorized and allocated to
the Department of Defense is spent efficiently and effectively so that national security is
enhanced. Before I begin, I want to note that although I am a Senior Fellow at the Center for
American Progress, I am speaking today in my personal capacity as a former Pentagon official

and retired military officer.

Passing the annual defense budget is among the most important things the Congress does
because in defense, dollars are policy. This is why I have spent much of my time outside of the
military and government, including the last 18 years at the Center for American Progress,
analyzing the annual proposed defense budget. Moreover, given the fact that even under the best
scenarios fiscal demands on the federal government are great. As a result of the COVID-19
pandemic there are even more demands, so it is critical that every dollar the Congress provides to

the Pentagon be spent wisely.

In my testimony today, I will make three major points. First, the amount of money that the Biden

administration is proposing to spend on defense for FY2022 is significantly higher than
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necessary to protect our security. Second, the Pentagon is spending too much money on flawed
unnecessary and very expensive weapon systems. Third, the new leadership in the Pentagon
needs to make significant improvements in the management of the Department. At the same
time, I want to underscore that while 1 may wish the new administration could have done more, 1
also appreciate it is an interim budget that it inherited. I welcome the more comprehensive

approach the new administration has promised for FY2023.

The Biden administration is proposing a slight reduction in defense spending for FY2022; the
outgoing administration had projected a budget of $722 billion for 051 and $760 billion for 050.
President Biden's budget will call for $715 billion and $753 billion respectively, a reduction of

less than 1%.

This budget request comes after an unprecedented and unnecessary increase in the level of
defense spending in the four years of the previous administration. Upon taking office, President
Trump declared that he had to increase the annual defense budget dramatically because of the
poor state of the military he inherited from the Obama administration. But, as we have noted
several times at the Center for American Progress, this claim was patently false. As we pointed
out, General David Petraeus (former CIA Director and former commander of our forces in Iraq
and Afghanistan) - in articles he wrote with the distinguished defense scholar, Michael O’Hanlon
of the Brookings Institution - called the state of the military that Trump inherited from Obama

“awesome”.
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Nevertheless, President Trump, with the support of the Congress, increased the level of defense
spending from $656 billion in FY2017 to $762 billion in FY2020, an increase of over $106
billion or 16%. As a result, as the Chairman has pointed out, the United States now spends more
on defense than the next 12 countries in the world combined, almost three times as much as
China and Russia combined. Even controlling for inflation, it spends more than at the height of

the Reagan build-up, which I had the privilege of working on.

Defense budgets during the Reagan years represented 7% of Gross Domestic Prodcut (GDP),
whereas President Biden’s budget proposal is 4% of GDP. As I noted previously, it is an interim
budget and my hope is that the proposal for FY2023 reflects candidate Biden’s campaign
statement accusing Trump of abandoning all fiscal discipline when it came to defense spending.
Since President Biden committed withdraw all U.S. forces from Afghanistan before the start of
FY2022 — a commitment made after the budget proposal was released - my hope is that the

savings will allow the projected size of the FY2022 budget to decrease.

Even if this committee is unable to convince Congress to reduce the size of the President’s
projected defense budget, there are at least four major programs that should be cut regardless of

how much we spend on defense.

First, the $1.7 trillion F-35 program needs to be dramatically reduced if it is not completely
stopped. Continuing to buy 79 of these planes as it did in FY2021, or funding the 85 proposed in

Trump’s FY2022 budget, or the 95 it projected for FY2023, will - as Representative Adam Smith
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(D-WA) the Chair of the House Armed Services Committee recently noted- be “like pouring
money down a rat hole.” Not only is the program overpriced (it is nearly double the initial
estimate) but it has not yet been fully combat tested. In fact the combat test has been delayed
once again. Even if it is tested by the new date of September 2022, the program will already be
five years late. The late Senator John McCain correctly called the program a scandal and a
tragedy. President Obama's Under Secretary of Defense for Acquisition said the program is
evidence of acquisition malpractice. His Secretary of State, Hillary Clinton, said that when it

comes to the F-35, we should stop throwing good money after bad.

At a minimum, Congress must stop adding additional F-35s to the service budget requests. As
you know, over the last five years, Congress added 97 fighters, or about 20 a year, to the number

requested by the Department of Defense.

A second program which does not need to be funded is the proposed new land-based ICBM,
which is part of the $1.3 trillion overhaul of our nuclear arsenal. William Perry, who worked for
two presidents in high-level defense positions, including Secretary of Defense, is correct when
he argues, in a recent book and op-eds with Tom Collina, that it is unnecessary to spend $264
billion for 600 of these (an increase of $43 billion over the initial projections.) Moreover,
keeping the land-based ICBM can be dangerous since, in order to be effective and not be
destroyed in a preemptive first strike, these weapons have to be launched on warning and cannot
be recalled if the warning is false. Unfortunately, on the way out the door the Trump

administration signed a contract with Northrop Grumman to begin deploying these weapons,
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thus making it more difficult for the new administration and Congress to cancel or cut back the

program.

I want to express my hope that the FY2023 budget (as opposed to this year’s interim budget)
reflects candidate Biden’s campaign promise to narrow the role that nuclear weapons play in
U.S. military doctrine and implements the Democratic party platform, which characterized the
Trump administration's proposal to build nuclear weapons as unnecessary, wasteful and

indefensible. I think that, stopping the land-based ICBM would be a good place to start.

A third area to analyze is the Ford Class super aircraft carrier. Not only does the fact that the first
one in this class came in over budget at $16.8 billion (exclusive of the $4.7 billion spent for
R&D) double the cost of the last Nimitz Class carrier, but, as the late Senator John McCain and
John Shanahan, acting Secretary of Defense until mid-2019 under President Trump, have pointed
out, the era of the large carrier is over. Therefore, I would eliminate advanced funding for the

next two carriers in the class which together will cost at least $30 billion.

Fourth, the committee should take at steps to ensure that the Pentagon spends the funds it is
allocated more effectively. It should demand that the DOD comptroller’s office provide it with a
list of the programs it claims waste $25 billion a year. Next, it should demand that the Pentagon
pass an audit. Two years ago it paid $400 million for 1200 auditors, and still was unable to pass.
Third, it should demand that the administration convene another Base Realignment and Closure

Commission (BRAC) to eliminate the approximately 20% excess capacity and save billions of
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dollars a year. Last, it should analyze why the United States needs to maintain some 800 bases

around the world.

Thank you for inviting me to testify. I'look forward to your questions.
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First, | want to thank Chairman Sanders, Ranking Member Graham, and the
members of the committee for this opportunity to testify today. My name is William
Hartung, and | am the director of the Arms and Security Program at the Center for
International Policy (CIP). CIP's mission is to make a peaceful, just and sustainable
world the central pursuit of U.S. foreign policy.

I want to focus my remarks on the subject of Pentagon waste, starting with a
broad definition of the term.

I see four major types of waste in the Pentagon budget, starting with the big
picture and moving down into specific examples, The four areas include misguided
strategy; purchasing ineffective weapons systems that don't serve our strategic
interests; overpaying for basic items; and maintaining excess overhead.

The first form of wasteful spending has to do with strategy. A strategy that
ignores our most urgent challenges while overstating other risks wastes tens of
billions of dollars while making us less safe. In terms of both short-term and
longer-term threats to human lives we need to look at pandemics, the ravages of
climate change, white supremacy and racial and economic injustice. The tools
needed to address these challenges are not primarily military in nature. Our budget
should reflect that reality.

In 2019, my organization issued a report from our Sustainable Defense Task
Force - a group of former White House, Congressional and Pentagon budget
officials, retired military officers, and think tank experts from across the political
spectrum.” We found we could save $1.2 trillion over the next decade by pursuing

1 “systainable Defense: More Security, Less Spending,” Report of the Center for International Policy's Sustainable
Defense Task Force, June 2019,
https://static.wixstatic.com/ugd/fb6c59 59a295c780634ce88d077c391066db%. pdf and William D. Hartung and
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a more realistic strategy, avoiding unnecessary and counterproductive wars,
putting diplomacy firstin addressing regional challenges, adopting a deterrence-
only nuclear posture, and cutting excess bureaucracy. Doing so would entail
cutting peacetime overseas troop deployments by about one-third, from 180,000 to
110,000; reducing the size of our armed forces by 10% as we avoid future Irag- and
Afghan-style wars; forgoing the Pentagon’s $1.5 trillion nuclear modernization plan;
and reducing the use of costly private contractors. Even with our proposed
reductions, the United States would have by far the best-funded military in the
world - more than two and one-half times what China spends and ten times what
Russia spends.?

Current spending on the Pentagon and related work like nuclear warhead
development at the Department of Energy is substantially higher than U.S.
spending at the peak of the Korean or Vietnam Wars or the Reagan buildup of the
1980s.% There is plenty of room to reduce the Pentagon budget while improving our
security by better aligning our spending to address our most urgent challenges. I'd
be glad to talk more about our findings and would ask that our Sustainable Defense
Task Force report be submitted for the record along with my written testimony.

A second area of waste is spending on weapons that are either unworkable,
unnecessary or unaffordable - or in some cases all three,

Examples of systems that should be carefully scrutinized include the F-35
aircraft, which is not fully ready for combat after 20 years of development and is
still being retrofitted with costly technical fixes even as production goes forward.
The aircraft is not only immensely costly to purchase, but it will be enormously
expensive to operate and maintain. At up to $1.7 trillion over its lifetime, it is the
most expensive weapons program ever undertaken by the Pentagon.® And the
costs are growing. Bloomberg News has reported that Lockheed Martin had a 63%
cost overrun on an upgrade of the cockpit computer for the F-35, a total of $444
million. Other problems include more than 800 design flaws, engines with blades
that crack too soon, and an operating cost of $38,000-per flying hour for the Air

Ben Fri a inable Defy a Pentagon Spending Plan for 2021 and Beyond,” Center for International

Policy, December 2020, https://3ba8a190-62da-4c98-86d2-

893079d87083.usrfiles.com/ugd/3ba8al 84180alb3cdf478f8023d8cad6cb682a.pdf

2 Stockholm International Peace Research Institute, “Trends in World Military Expenditure, 2020,” April 26, 2021,
https://sipri.org/sites/default/files/2021-04/fs 2104 milex 0.pdf

3 Sustainable Defense Task Force Report, op. cit., p. 27.

* Anthony Capaccio, “Pentagon Reportedly Estimates That It's F-35 Budget Plan is Running 510 Billion Short
Through 2025," Bloomberg News, September 11, 2020, https://www.stripes.com/news/us/pentagon-reportedly-

estimates-that-the-f-35-budget-plan-is-running-10-billion-short-through-2025-1.644700
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Force model.® The F-35's automatic logistics system spews out so much incorrect
information that it is being replaced, but the new proposed system has already
developed problems. The Government Accountability Office has determined that
the F-35 is simply unaffordable at the Air Force's current projected budget for the
program - it will take billions of additional funding per year to close the affordability
gap. In addition, problems with engine production and repair mean that 43% of the
fleet could be grounded for lack of functioning engines by 2030.°

In December, House Armed Services Committee Chair Adam Smith said he
was “tired of pouring money down the F-35 rathole.”” Air Force Chief of Staff Gen,
Charles Brown recently acknowledged that the plane could not meet its original
purpose as a low-cost fighter and would have to be supplemented with a less costly
plane. He referred to the plane as a being like a “Ferrari” and said, “you don't drive
your Ferrari to work every day, you only drive it on Sundays.”® This is a stunning
admission given original promises that the F-35 would be an affordable, lightweight
fighter that would be a workhorse of U.S. air operations.

An analysis by Winslow Wheeler and Dan Grazier for the Project on
Government Oversight has noted that “it should be a straightforward proposition
to suspend additional F-35 appropriations for further production until Congress
has reliable certifications from the Director, Operational Test & Evaluation and
GAO that the F-35 can perform fully effectively and suitably and at least
nominally better than the aircraft it's supposed to replace.”? A pause in the F-35
program until it can be proven effective, and that it aligns with future defense
needs, would be a prudent step. If it cannot meet these requirements, the program
should be phased out. Doing so could save more than $200 billion in procurement
costs that could be devoted to other priorities,'”

® Anthony Capaccio, “F-35 Overrun Sticks U.S. Taxpayers, Allies with $444 Million Tab,” Bloomberg,
https://www.bloomberg com/news/articles/2021-04-21/f-35-overrun-sticks-u-s-taxpayers-allies-with-444-million-
tab

& United States Government Accountability Office, Testimony Before the Subcommittees on Readiness and Tactical
Air and Land Forces, Committee on Armed Forces, U.S. House of Repr ives, “F-355 i t: Enhanced
Attention to and Oversight of F-35 Affordability Are Needed,” Statement of Diana Maurer, Director Defense
Capabilities and Management, April 22, 2021, https://www.gao.gov/assets/gao-21-505t. pdf

7 Aaron Gregg, “Powerful Lawmaker Calls F-35 a ‘Rathole,” Suggests Pentagon Should Cut Its Losses,” Washington
Post, March 5, 2021, https://www.washingtonpost.com/business/2021/03,/05/adam-smith-f35

& David Axe, “The U.S. Air Force Just Admitted That the F-35 Has Failed,” Forbes, February 23, 2021,

https://www forbes.com/sites/davidaxe/2021/02/23/the-us-air-force-just-admitted-the-f-35-stealth-fighter-has-
failed/?sh=7ed91f921b16

9 Winslow Wheeler and Dan Grazier, “F-35 Changes Needed While Still in Infancy,” April 7, 2021,
https://www.pogo.org/analysis/2021/04/f-35-changes-needed-while-still-in-infancy/

10 |bid.
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A second case is the new ICBM, known officially as the Ground-Based
Strategic Deterrent, or GBSD. As former Secretary of Defense William Perry has
noted, ICBMs are “some of the most dangerous weapons in the world” because
under current policy the president would have a matter of minutes to launch them
on warning of an attack, increasing the risks of an accidental nuclear war. Northrop
Grumman has received a sole source, $13 billion contract to develop the system,
which will cost at least $100 billion to procure and $264 billion to build and operate
over its lifetime." We can maintain a robust deterrent without building a new
ICBM.

Last but not least, one can look at the question of whether to build more
aircraft carriers, The latest model has cost an enormous $13 billion to construct,
and it has had serious performance issues including a failure of its launch system.'?
It will be vulnerable to high speed, long-range missiles, and the need for 11 aircraft
carrier task forces is dubious at a time when our strategy should be pulling back
from one of global interventionism to one that emphasizes diplomacy and looks to
allies to do more in service of genuine defense needs,'?

The third area of concern is waste, fraud, and abuse. This category ranges
from overcharging for spare parts, to cost overruns on major weapons systems, to
the provision of shoddy components, to criminal conduct such as the submission
for reimbursement for goods and services that were never provided. An egregious
case in point is TransDigm, a company took profit levels of up to 4,451 percent on
spare parts provided to the Pentagon. Other examples of overcharges include the
Army being forced to pay $71 for a pin that should have cost less than a nickel,
and $80 for a drainpipe segment that should have cost $1.41.'% In another case
Boeing overcharged the government $13 million for 18 parts. Avoiding these
overcharges requires a variety of changes in the procurement process, most
notably requiring the provision of certified cost and pricing information so that

1 William D. Hartung, “Corrupt Bargain? — One Company’'s Monopoly on the Development of Long-Range Nuclear
Missiles,” Center for International Policy, September 2020, https://3ba8a190-62da-4c58-86d2-
893079d87083.usrfiles.com/ugd/3ba8al 71f1d54835f7421b8cc0e0435adfa7ab.pdf; and Anthony Capaccio, “New
U.5. ICBMs Could Cost Up to 5264 Billion Over Decades,” Bloomberg News, October 3, 2020,
https://www.bloomberg.com/news/articles/2020-10-03/new-u-s-icbms-could-cost-up-to-264-billion-over-decades
12 Anthony Capaccio, “The Navy's $13 Billion Aircraft Carrier Had Launch System Failure,” Bloomberg News, June 8,
2020, https://www.bloomberg.com/news/articles/2020-06-08/navy-s-13-billion-aircraft-carrier-had-launch-
system-failure

13 Robert Farley, “U.S. Navy Aircraft Carriers Are Even More Vulnerable Than We Thought,” The National Interest,
March 6, 2020, https://nationalinterest.org/blog/buzz/us-navy-aircraft-carriers-are-even-more-vulnerable-we-
thought-130022

1% Mandy Smithberger and Scott Amey, “In For a TransDigm, Out For Billions,” Project on Government Oversight,
May 29, 2019, https://www.pogo.org/report/2019/05/in-for-a-transdigm-out-for-billions/; see also Department of
Defense Inspector General, “Review of Parts Purchased from TransDigm, Inc.,” February 25, 2019,
https://media.defense.gov/2019/Feb/27/2002093922/-1/-1/1/DODIG-2019-060.PDF
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Pentagon contracting officers aren't flying blind in assessing prices submitted by
spare parts contractors.

My colleagues at the Project on Government Oversight have done a
detailed analysis of measures that should be taken to prevent price gouging in
the acquisition of necessary weapons components. Their conclusion was
sobering:

“The laws have contracting officers so hamstrung that it's too administratively
burdensome to negotiate prices and ensure that the government - and
therefore the American taxpayer - is getting a good deal, . . . Without a
significant overhaul of buying laws, profiteering and waste will continue to
unnecessarily increase costs for the military and syphon valuable resources
from other Defense Department programs and from the warfighters.”®

Fourth and finally, there is the issue of excess overhead. In this regard, the
focus is often on Pentagon civilian employees, but an even larger source of
potential redundancy and excess costs comes from the estimated 600,000-plus
private contractors employed by the Pentagon.'® In many cases contract employees
do jobs that overlap with those done by Pentagon civilians, and generally at
substantially higher cost.'”” The Sustainable Defense Task Force recommended
cutting spending on private contractors by 15% at a potential savings of $26 billion
per year.'® This would still leave an enormous work force of roughly half a million
private contractors to carry out any needed functions at the Department of
Defense.

Another source of overhead comes from major weapons contractors like
Lockheed Martin, Boeing, General Dynamics, Raytheon, and Northrop Grumman.

12 Smithberger and Amey, op. cit.

15 The Pentagon does not do consistent estimates of how many private contractors it employs. According to U.S.
Department of Defense, Office of the Undersecretary of Defense for Acquisition, Technology, and Logistics,
“Report to Congress: Fiscal Year 2014 Inventory of Contracted Services,” August 31, 2015, the Pentagon employed
641,000 Full-Time Equivalent (FTE) service contractors at a cost of $130 billion,
https://fas.org/man/eprint/contract-2014.pdf Spending on service contractors has risen by more than 50% since
that time to $210 billion, suggesting that the number of service contractor FTE's should be even higher. Yeta
Congressional R h Service lysis = “Def Primer: Department of Defense Contractors, February 2021,"
puts the contractor figure at 464,000 for FY2017, the most recent year for which a count has been made,
https://fas.org/sgp/ers/natsec/IF10600.pdf The difference appears to be a result of counting contractor FTEs at
fewer DOD units. More rigorous accounting for service contractors and the functions they perform should be a first
step towards trimming the contractor work force.

17 Paul Chassy and Scott Amey, “Bad Busi : Billions of Taxpayer Dollars Wasted on Hiring Contractors,” Project
on Government Oversight, September 13, 2011, https://www.pogo.org/report/2011/09/bad-business-billions-of-
taxpayer-dollars-wasted-on-hiring-contractors/ The report found that contractors hired by the government make
on average 83% more than federal government employees.

1% Report of the Sustainable Defense Task Force, op. cit., p. 47.
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To cite just one example, these five companies, the majority of which get the bulk of
their revenues from the U.S. taxpayer, pay their CEOs an average of $21 million per
year. And the top named executives that these companies are required to provide
data on received $275 million in compensation last year, well over a quarter of a
billion dollars. By comparison, the average new enlistee in our armed forces
receives roughly $40,000 in basic pay and benefits, or one five-hundredth of what a
defense company CEO receives. And a general receives in the range of $200,000
per year, or one one-hundredth of what a defense CEO receives. If the $275 million
that went to defense company executive salaries in 2020 was invested in clean
energy, infrastructure, health care, or education it would create between 2,500 and
4,000 well-paying jobs.’ The disparity is staggering.

Executive pay represents a small fraction of the $750 billion-plus per year
that goes to the Pentagon and related work like nuclear warhead development at
the Department of Energy, but it is indicative of a larger problem. While much of
the conversation about the Pentagon budget is rightly focused on meeting the
needs of the troops and their families, it is not widely known that roughly half of
the Pentagon budget -- $370 billion per year - goes to contractors.”® The top five
contractors alone receive over $150 billion in prime contracts per year, nearly one
out of three dollars in awards given out by the Department of Defense each year.?!
If we want to make Pentagon spending more efficient, we need to go where the
money is. An investigation by the Government Accountability Office of contractor
compensation, profits, and overhead would be a useful tool in getting contractor
costs under control. Strengthening the roles of inspectors general and the
independent testing office in the Pentagon would be other ways to control runaway
Ccosts.

Whatever one thinks about the proper level of Pentagon spending, | think
everyone can agree that Pentagon waste benefits no one and does nothing to
enhance our security. | thank the committee again for holding this important
hearing and | look forward to your questions.

19 William D. Hartung, with Leila Riazi, “Executive Excess: CEO Compensation in the Arms Industry, 2020,” Center
for International Policy, May 2020, https://3ba8al90-62da-4c98-86d2-

893079d87083.usrfiles.com/ugd/3ba8al 53c¢f880837cddb178a80adid0f00812f pdf

0 Heidi Peltier, “The Growth of the ‘Camo Economy’ and the Commercialization of the Post-9/11 Wars,” Costs of
War Project, Brown University, June 30, 2020,
https://watson.brown.edu/costsofwar/files/cowfimce/papers/2020/Peltier% 202020%20-
%20Growth%200f%20Camo%20Economy%20-%20)une%%2030%202020%20-% 20FINAL pdf

1 Federal Procurement Data System, Top 100 Contractors Report, FY2020,
https://beta.sam.gov/reports/awards/static
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Thank you Chairman Sanders, Ranking Member Graham, and members of the committee for
inviting me to testify before you today. I'm Mandy Smithberger, the director of the Center for
Defense Information at the Project On Government Oversight. POGO is a nonpartisan
independent watchdog that investigates and exposes waste, corruption, abuse of power, and
when the government fails to serve the public or silences those who report wrongdoing. We
champion reforms to achieve a more effective, ethical, and accountable federal government that
safeguards constitutional principles. Forty years ago, POGO was founded by Pentagon insiders
who were concerned about the department’s procurement of ineffective and overpriced weapons.
Throughout our history we have promoted wise spending and have sought improvements to
better protect military, civilian, intelligence, and contractor whistleblowers.

I want to thank the committee for holding this hearing examining spending at the Department of
Defense. 1 also want to thank the chairman for his leadership last year in offering an amendment
that would have cut last year’s defense budget by 10% and shifted those funds to education,
health care, and reducing poverty.!

For today’s hearing, 1'd like to particularly focus on what drives wasteful and endless Pentagon
spending. While Congress and the public await President Joe Biden’s budget for fiscal year
2022, what we know so far shows that Defense Department spending continues to increase at an
unsustainable rate. Significant cuts to the department’s budget are necessary to create the
incentives and pressure for reforms that address how the department spends its money and how it
fails to set priorities. Testimony heard before this committee nearly 40 years ago from then-
Department of Defense analyst Franklin Spinney largely remains true: Pursuing gold-plated
weapons has resulted in paying too much money for too little capability.* The increasingly
fragile and expensive weapon systems undermine our military effectiveness.

The department needs broad reforms. Buying unproven weapon systems in quantity before
testing is complete, awarding contracts to companies with histories of waste and misconduct, and
giving disproportionate funding to an agency that is years away from being able to pass an audit

! Senator Bernie Sanders, “Sanders Calls on Senate to Reject *Exploding” Military Budget. Invest in Human Needs.”
ale. gov/press-releases/sanders-calls-on-senale-to-reject-

* Wesley G. Pippert, “A Defense Department systems analyst, reporting on his detailed....” UPI, February 25, 1983,
hitps:/fwww upi.com/Archives/1983/02/25/A-Defense-Department-sy stems-analy st-reporting-on-his-
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wastes taxpayer dollars and reduces overall readiness.” The only way there will ever be reform is
if there is accountability for failed programs and wasted funds. That accountability must include
real budget consequences. Throwing even more money at the department will only make the
problems worse.

There are important lessons that can be learned by locking at what goods and services the
department buys and how it buys them. The department’s most expensive program—the F-35
Joint Strike Fighter—is an instructive case study of current problems and their expensive
consequences.

The F-35: A Case Study in Problems with What the Department Buys

The F-35 was sold to the public as a relatively inexpensive fighter that would replace the A-10
and F-16 in the Air Force, the Harrier and F-18 in the Marine Corps, and the F-18 in the Navy *
Each new plane would cost between $40 million and $50 million, and the total cost of
developing and producing the aircraft would come to $200 billion.* Twenty years later the costs
have doubled, and the department is reviewing whether the program will be able to affordably
meet our national security needs.®

The sad saga of how the F-35 developed into the deeply flawed program it is today is
complicated, but most of the problems can be boiled down to three things: complexity,
concurrency, and intellectual property.

When it comes to what the Pentagon buys, unnecessary complexity is certainly one of the biggest
cost drivers. Much of the complexity in weapon systems is based on overly optimistic, and often
self-serving, assumptions and promises from contractors about being able to trade technology for
personnel. In the F-35 program, this complexity is one of the most significant challenges to
resolving problems identified in testing and modernization of the fleet.” In the end, it adds
considerably to the cost of a program and harms national security.

Another significant problem is concurrency—the overlap of production and testing. The
department consistently fails to “fly” a system before they buy it. The F-35 program exemplifies

* Richard Sisk. “After 3 Failures, Pentagon Now Says It Won't Be Able to Produce a *Clean” Audit Uniil 2027,
Military.com, November 17, 2020. hitps://www. military .comvdaily -news/2020/1 1/1 7/after-3 -failures-pents
says-il-woni-be-able-produce-clean-audit-until-2027. himl

“ Dan Grazier, “Selective Anlmucnc to Hide Ich F-35"s True Costs.” Project On Government 0\ ersight, October 21.
202(1 inl S/ WWW PO E0.org an || '5i8/2020/10/selective-arithmetic- ~to- Iudc Ihul 'H:- -trug-costs/: Paul Mcl.can

Dml Grazier, “Uncom:c!cd Dcmgn Flm\s C\ bcr-VuI|1crabllul|cs and Unreliability Plaguc the F-35 Program,”
ijccl 011 Go\cm:ru:nt Oxcmgm March 24, 2020. hitps://www pogo ors/analysis/2020/03 /uncorrected-design-

-unreliability-plagug-the-f-35- i, Dan Grazier, “Is the F-35 Program at a
(‘mssroads'—' Pm_qccl On Govermment Oversight, February 23, 2021. hitps:/www pogo org/analysis/202 | /02/is-the-
f-35-program-at-a-crossroads/
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the costs and headaches of failing to follow this common-sense principle. Frank Kendall, who
was then in charge of Pentagon acquisition and was recently nominated to be Air Force
Secretary, called his predecessors’ decision to produce hundreds of the jets before the testing was
complete “acquisition malpractice.”® At one point the costs of retrofitting the aircraft already in
hangars to correct problems later uncovered during testing seemed so high that the department
contemplated leaving $21 billion worth of “concurrency orphan” jets without the upgrades
necessary to make them fully combat capable.”

Failing to secure the intellectual property rights for systems the department pays to develop is
also a significant problem.'” In the case of the F-35, Lockheed Martin controls the technical data
rights, including design details and software code.'! In 2014 the Government Accountability
Office reported to Congress that the program’s inability to access this information limits the
government’s ability to control costs. It makes it more difficult to bring some maintenance work
inhouse, and stifles contractor competition and the government’s ability to compete that
maintenance work through support contracts to other vendors.'? There is a growing
understanding that the government must secure more of these rights, but implementation remains
delayed. The department is apparently taking this issue more seriously: The Government
Accountability Office reported in its most recent report on the aircraft that the F-35 program is in
the process of developing its intellectual property strategy for the program.'* Still, the F-35
program has yet to complete that strategy and is a long way from securing these rights.
Moreover, we expect to see significant industry pushback because, as Defense One pointed out,
these reforms are “dangerous” to contractors’ business models."* For the department to be
successful in securing these rights, they will need support from Congress.

At the beginning of the F-35 program, the public image of the aircraft was that it would be “more
Chevrolet than Porsche.”'* A lot has changed since then. The department’s own cost data shows
each variant of the F-35 costs more than $100 million per aircraft.'® Testing remains incomplete,
but Lockheed Martin has already delivered 365 F-35s to the military services, with taxpayers on
the hook for 733 as of March 2021.'7 The program’s high operational costs and its low

# Lee Ferran, “US Weapons Man: F-35 Fighter Plan was * Acquisition Malpractice,™ ABC News, February 7, 2012,

hitps://abenews go.conyBlotter/3 S-fighter-plan-acquisition-malpractice-pentagon-official/story 7id= 15530008
? Dan Grazier, “$21 Billion Worth of F-35 Concurrency Orphans?” Project On Government Oversight, October 12,

2017. hips://www, pogo.org/analvsis/2017/10/2 1-billion-wor h-of-f-3 3-concurrency -orphans/
10 Senator Chuck Grassley, “Grassley on Price Gouging at the Pentagon,” (speech, Senate floor, Washington, DC,
Ma\ 15, iﬂl‘)] Im DS: .f.f\\\\u rrassley . senate. -o\.fnc\wnu\\s relea sf‘msslc\— |'|cc— rouging-pentagon

1 Gm cmml:m Accoumablim Office, F-35 \lm‘ammem \eetf ﬁ;r iﬁ;rdabfe S.’mfegv Orea.'er I-'-'en.'mn 1o Risks,
and Improved Cost Estimates, GAO-14-778 (September 23, 2014), 22. Iy
'* Diana Maurer, Government Accountability Office, /=35 Sustainment: Enhanced Attention to ana‘ O\wug.fir of F-
335 Affordability Are Needed, GAO-21-505T (April 22, 2021). 10. https:/www.gao.gov/assets/gao-2 1-5051 pdf

14 Patrick Tucker, “Free the Data: Vice Chiefs Launch an Acquisition Crusade,” Defense One, April 20, 2021,
hittps:/fwww defenseone com/technology /202 1/04/free-data-vice-chiefs-launch-crusade-fix-kev-acquisition-

lem/173499/
1* James Dao and Laura M. Holson, “Lockheed Wins $200 Billion Deal for Fighter Jet.” New York Times, October
27, 2001, htips://www nytimes com/2001/10/27 fus/lockheed-wins-200-billion-deal-for-fighter-jet. himi
1% Dan Grazier, “Selective Arithmetic to Hide the F-35's True Costs™ [see note 6].
'" Dan Grazier and Winslow Wheeler, “F-35 Changes Needed While Still in Infancy.” Project On Government
Oversight, April 7, 2021. hitps:/fwww, Janalysis/202 /04/f-35-changes-needed-while-still-in-infancy/
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availability rate raise serious concerns about whether we have enough F-35s available for combat
in high-end conflicts.'®

Rather than having a workhorse Chevy of a fighter jet, the chief of staff for the Air Force has
indicated the F-35 is more of a Porsche to be used sparingly.'”

While there are many lessons to be drawn from the F-35 program, there are a few particularly
important ones that will reduce the corrupting influence of the military-industrial complex over
what the Pentagon buys:

s Fly before you buy. While we understand the need to speed up the acquisition process,
putting immature and unproven technology into production is costly and undermines
readiness. The cost overruns eat into other department priorities, including
modernization, and create preventable operational risks. Additionally, as the National
Commission on Military Aviation Safety found, unanticipated maintenance challenges
with the F-35 fleet took resources away from maintaining other aircraft in the fleet.2’

¢ Insist on good data from the beginning. It is a persistent problem in weapon acquisition
programs that the price of programs increase even as the promised capabilities fail to
materialize. Preventing this from occurring means getting as much right as possible at the
beginning of the program through a process that meaningfully analyzes alternatives for
new systems, leverages competition and prototyping, and enables oversight and
transparency throughout the process.?!

e Beware complexity. As I discuss below, sustainment contracts are becoming a major
cost-driver on weapon systems. While a system’s complexity can be profitable for the
companies that have the market comered because of their expertise in maintaining the
system, it also drives down readiness rates.*? The reality is we end up paying a premium
for a less effective military.

e Secure intellectual property rights to enhance competition. Congress should
strengthen protections for taxpayers’ rights to intellectual property information paid for
through government awards, and make it a presumption that a contracting officer will
secure these rights up front unless a contractor obtains a waiver. Any waivers should be
sent to the appropriate oversight committees and be evaluated by the Government
Accountability Office.

* Halt orders for new F-35s. For the F-35 program specifically, we urge Congress to put a
hold on purchasing any more F-35s until operational testing is complete and the director

'¥ John A. Tirpak, “Make-or-Break Time for the F-35," dir Force Magazine, April 23, 2021,
https:/fwww airforcemag com/article/make-or-break-time-for-the-f-35/

' Thomas Newdick, “Air Force Boss Wants Clean-Sheet Fighter That's Less Advanced Than F-35 to Replace F-
16,” The Drive, February 18, 2021, hitps:/fwww.thedrive com/the-war-zone/393 1 6/air-force-boss-wants-clean-sheel-
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0 National Commission on Military Aviation Safety, Report to the President and Congress of the United States,
(December 1, 2020), 39. hups://www. militarvaviationsafety govireportNCMAS _Final Re [

! Winslow Wheeler and Tom Christie, “Refusing to Misunderstand the Defense Acquisition Problem,” Project On
Government Oversight, October 7, 2014. hitps://www.pogo.org/investigation/2014/10/refusing-to-misunderstand-
defense-acquisition-problem/
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of operational test and evaluation declares every variant fully combat effective and fully
suitable for use. Buying more F-35s before testing is complete exacerbates the problems
already seen in the fleet, and raises the costs of retrofits and design changes*

The conventional wisdom is that the F-35 program is politically untouchable due to sunk costs
and because it has contracts spread out across the country ** It’s difficult to come up with a
bigger indictment of our acquisition approach than continuing to buy a weapon because our
political system is too corrupt to change course. We sincerely hope the conventional wisdom is
wrong and that our political leaders can both address the F-35 program’s problems and prevent
its mistakes from being repeated in the future.

An Acquisition System Built to Increase Costs

One of the largest drivers of increased spending is how the defense budget is often used for self-
dealing and enrichment. Our defense budget should be based on what we need to keep our
country safe. But too often conflicts of interest, particularly for senior Pentagon officials who go
on to work for the defense contractors delivering goods and services to the government, are what
drive the budget. In the most recent government review of this issue, a Government
Accountability Office survey of contractors found that 52 contractors employed 2,435 former
Department of Defense officials who had “previously served as generals, admirals, senior
executives, program managers, contracting officers, or in other acquisition positions which made
them subject to restrictions on their post-DOD employment.”* POGO’s own 2018 investigation
found that from 2008 to 2018 at least 380 high-ranking department officials and military officers
became lobbyists, board members, executives, or consultants for defense contractors within two
years of leaving public service.?® This revolving door results in the appearance (and in some
instances, documented evidence) of officials confusing what is in the best interest of our national
security with what is in the best financial interests of defense contractors—excessively large
Pentagon budgets, endless wars, and overpriced weapon systems.

While I've already discussed some of the major challenges in how the department purchases
major weapon systems, it’s also important to examine how the department gets fleeced even
when it’s buying a pin or a drainpipe.?” We’ve tracked spare parts overcharges for decades, and
the issue is not getting better. The overpriced plastic toilet seat covers that cost $640 in the 1980s
now cost $10,000.2* While TransDigm became appropriately infamous for charging profit

= Dan Grazier and Winslow Wheeler, “F-35 Changes Needed While Still in Infancy™ [see note 17].
*4“The Fighter Jet That's Too Pricey to Fail,” New York Times, March 12, 2021.
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* Government Accountability Office, Defense Contracting: Post-Government Emplovment of Former DOD
Officials Needs Greater Transparency, GAO-08-485 (May 21, 2008), 4. hitps:/www. gao.gov/asseis/gao-08-485 pdf
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margins as high as 4,000%, other contractors regularly engage in similar practices to take
advantage of taxpayers; Reports from the Department of Defense inspector general show the
department paid excessive amounts for spare parts from Boeing, Lockheed Martin, Raytheon,
and other top defense contractors.?” Overcharges to the government have included paying $2,286
for a landing gear that should have cost $10; $71 for a pin that should have cost less than a
nickel; and $8,124 for a bevel gear that should have cost $445.%

One of the root causes of these overcharges is misuse of commercial item designations, which
makes it difficult for the government to obtain cost or pricing information to determine whether
the prices contractors are charging are reasonable.*' When an item is designated as commercial,
contractors generally do not have to provide cost or pricing information to the government.
POGO supports the department buying genuinely commercial items, especially when there is
competition, but determining whether something is truly commercial should be based on whether
the item is sold on the open market to the public in substantial quantities. It can be difficult for
the public to know how much we are overcharged for these parts because the department and
contractors consider those overcharges to be commercial proprietary information.*? If something
were truly commercial, prices wouldn’t be secret. Recent changes to acquisition laws have
exacerbated the problem, making it difficult for the government to obtain cost or pricing data
once another governmental entity has already accepted something is commercial ** Worse, once
the government has accepted the prices, it can be difficult for the government to secure a refund,
if auditors find there were overcharges, because companies aren’t actually breaking any laws **
Reforming the definition of “commercial item,” as the Obama administration previously

Conservative, June 14, 2018. hitps://www theamericanconservative. com/articles/wlhy -do-air-force-planes-need-
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proposed, is an overdue reform that will help reduce overpayments and waste.*® At the very least,
certified cost or pricing data should be provided to the government in any procurement that is
sole source, even in instances when goods and services are claimed to be commercial.

While many people think of the Department of Defense as being in the business of buying
planes, tanks, and ships, nearly 50% of what the department buys is services. Last year the
department spent nearly $204 billion on service contracts.’® As is the case for spare parts, there
are instances of outrageous overcharges—like bilking the government for a 100-hour workday.*”
Tracking the size and scope of the service workforce, however, has been a challenge. The main
way to track that information has been through service contractor inventories. The most recent
publicly available data clearly breaking down costs and contractor full time equivalents across
the department is from fiscal year 2015.%*

It is essential to better track this data because service contract spending provides one of the most
significant opportunities for savings. POGO's review of service contracting data found
contractor employees cost nearly three times more than the average civilian employee.* The
Defense Business Board also highlighted opportunities for cost savings for service contractors in
its proposal for ways the department could save $125 billion over five years."’ The opportunity
for savings was confirmed for a third time in a subsequent review by the Pentagon’s cost
estimating shop.*!
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While there were some promising efforts by the Army to create systems that would help officials
make more cost-effective decisions, departmentwide efforts to create similar systems received
significant pushback from within the department and eventually stalled ** Congress also
exacerbated the problem by reducing what the department must report through the inventories.*

Finally, we need to make sure that taxpayer dollars do not go to risky contractors.* Currently,
companies that waste taxpayer funds or defraud the government continue to receive contracts. In
2018, the Department of Defense reported to Congress that it had obligated $334.3 billion over
five years to contractors the government alleged to have defrauded taxpayers.** The government
could make more informed decisions about awarding contracts if reporting and transparency of
responsibility information were improved.*® Chairman Sanders, it is thanks to you that the
government’s Federal Awardee Performance and Integrity Information System database is
public. However, it remains a shadow of what it should be.*” As a result, POGO continues to
maintain our Federal Contractor Misconduct Database, largely so that government contracting
professionals can easily track the publicly available information about risky contractors, and can
better identify contractors with clean records.*

The department is also vulnerable to corruption because of the opaque nature of beneficial
ownership information. Beneficial ownership refers to the person who really owns, controls, and
financially benefits from an entity at the point of a company’s formation and throughout the
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' Mall]u:w Wc]gcil Ncu la\\ puts contractor performance in the public spotlight.” Washington Technolagy,
August 5, 2010. hups:/fwashingtontechnology com/anticles20 10/08/05/obama-opens-fapiis-to-the-public. aspx

* Project On Government Oversight, “Federal Contractor Misconduct Database.”
hitps:/f'www coniraciormisconduct org/
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company’s existence. Anonymous corporations present corruption risks and can undermine our
national security. A 2019 Government Accountability Office report reviewed 32 resolved cases
with the Department of Defense in which contractors provided false information about their
ownership or corporate structure. Those cases revealed that, in addition to misrepresenting
ownership information, the companies had been accused or found guilty of a litany of misdeeds:
price gouging; providing poor-quality goods and services; abusing programs intended for small
businesses owned by “service-disabled veterans, women, minorities, or economically and
socially disadvantaged individuals”; and improperly disseminating sensitive military
information.* To combat the risks posed by shell corporations, Congress passed a provision in
the National Defense Authorization Act to strengthen public disclosure of beneficial owners,
though we think this provision would be even more effective if more contractors were
encompassed, if language that only requires disclosure if “practicable” were removed, and if
corporations are required to update their beneficial ownership information >

There are a number of steps Congress should take to address the root causes of wasteful and
risky defense spending by reforming how the Pentagon buys goods and services:

* Stop the revolving door between the Pentagon and the defense industry. The
importance of the Defense Department’s work demands that their decision-making be
beyond reproach and free from even the perception of corruption. Right now, senior
Pentagon officials only have to wait a short time after leaving service, if at all, before
they can go to work for defense contractors or other entities with a financial interest in
the department’s policies and decisions, Congress should extend the cooling off periods
and close loopholes that betray the public’s trust. Additionally, Congress should require
the department to make public its database of officials who have gone to work for the
defense industry.

* Reform acquisition laws to empower the department to make smart buying
decisions. Preventing overcharges on spare parts begins with returning the definition of
commercial items to what it was before 1994: goods or services sold in substantial
quantities to the general public. Congress should also restore the Truth in Negotiations
Act to require certified cost or pricing data for contracts exceeding $500,000 where there
is not adequate price competition 3! Especially in a sole-source environment, the
department must be able to access certified cost and pricing data that is current, complete,
and accurate.

* Government Accountability Office, Defense Procurement: Ongoing DOD Fraud Risk Assessment Efforts Should
Include Contractor Ownership, GAO-20-106 (November 25, 2019), 23. hitps:/www gao gov/assels/gao-20-106.pdf
Neil Gordon, “Contractors Use Shell Games to Hide Owners, Cheat Taxpayers,” Project On Government Oversight,
December 18, 2019, hitps://'www pogo.org/analy sis/2019/1 2/contractors-use-shell-pames-to-hide-owners-cheat -
laxpayers/
“ Section 885, William M. (Mac) Thomberry National Defense Authorization Act for Fisc:ll Year 2021 (Public Law
116-283); Tim Stretton, *Defense Bill Includes Two Landmark Tmnspamm:\ Provisions,” Project On Government

¥ se-bill-includes-two-landmark-

Oversight, January 21, 2021, hips.//www,
Lransparency -provisions/

10 US.C. § 2306a, 41 U.5.C. chapter 3; The current Truth in Negotiations Act threshold is $2,000,000. “Get
Ready: The Truth In Negotiations Threshold is about to Jump to $2 Million!” Cherry Bekaent, June 15, 2018,
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* [Increase transparency in and curtail overuse of service contracting. Congress must
require the department to create cost modeling systems that take into consideration all
relevant cost data, including administrative costs.>> Those systems then must be used by
the department when making decisions about whether to contract out services, and the
process should include an analysis of whether that service can be performed by existing
government resources. The department should also be required to annually provide to the
public aggregated data on total costs and contractor full time equivalents. As is already
done for most federal employees, contractor inventories should include all information
relating to the type and nature of work being performed by service contractor personnel,
including compensation and the location where the work is principally conducted.™

* Enhance the government’s tools to ensure taxpayer dollars only go to responsible
contractors. Awarding contracts to entities that have defrauded the government or
violated laws or regulations undermines the public’s confidence in a fair process and
exacerbates distrust in our government. It also results in bad deals for the government and
undermines effectiveness. Congress should continue to expand the information made
available to the public in contractor responsibility databases, including all civil, criminal,
and administrative proceedings resulting in the payment of monetary fines, penalties,
reimbursement, restitution, damages, or settlements. Protecting the integrity of the system
requires both the government and companies to step up. The government must carefully
review contractors’ performance and responsibility track records before awarding a
contract, and make sure contractor information databases are accurate, up to date, and
accessible. Contractors must make timely and accurate reports of all required data fields.
Failure to do so must bring consequences.

The importance of the Department of Defense’s mission, along with its significant taxpayer
resources, means that it must be a model of efficiency, accountability, and transparency. Without
reform of the acquisition system to better protect taxpayers, we will continue to see waste, fraud,
and abuse.

Weak Financial Management

The Department of Defense’s inability to pass a financial audit shows how the Pentagon is not
held to the same standard of accountability as other federal agencies. The department’s financial
management has been on the Government Accountability Office’s High Risk list since 1995,
and that weak management has contributed to problems like the Army’s inability to account for

2 Contractors: How Much Are They Costing the Government?: Hearing before the Senate Homeland Security and
Governmental Affairs ' Subcommittee on Government Contracting, 112" Cong. (Man:h 28, 2012) (testimony of Scull
Amey, General Counsel of the Project On Government Oversight), hittps: y X estimony /20 12403/
amey -lestimony -on-contraclors-how -much-arc-thev-costing-government/

3 Richard Loeb, Caveat Emptor [see note 31].
* Government Accountability Office, DOD Financial Management, hitps://www.g

management (accessed May 7. 2021)
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trillions in tax dollars.** While the department has improved somewhat over the years, they still
do not expect to be able to pass an audit until 2027 *°

It’s also clear that the department’s cost forecasting greatly overestimates the department’s real
needs, as evidenced by the billions of dollars the department has in excess unobligated balances.
I want to thank Chairman Sanders for his work on this issue. At your request the Government
Accountability Office researched the matter. They found that from fiscal year 2013 to fiscal year
2018 the department returned $80 billion in canceled funds.*” In the last administration, the
president used those unobligated balances to pay for programs without congressional approval.
POGO, the Friends Committee on National Legislation, and Women’s Action for New
Directions found the department returned another $15 billion in fiscal year 2019.°* Moreover, it
also appears that this money is used as an offset for additions proposed in appropriations bills.
We urge the committee to continue to conduct oversight on this issue by requiring the
Government Accountability Office to provide annually its estimates of unobligated balances,
expired funds, and canceled funds, This information would be extremely helpful in informing
priorities and allocation levels for budget resolutions.

Discouraging the Wish List Habit

We also urge the committee to look at how service and command wish lists, referred to as
“unfunded priorities” lists, reduce budget discipline and increase wasteful spending. For those
unfamiliar with the practice, many components of the Defense Department produce two budgets
for Congress: One approved by the department’s civilian leaders as part of the annual budget
submission, and a second of additional programs that didn’t make the cut. When the late Senator
John McCain was chair of the Senate Armed Services Committee he criticized this practice as a
budget gimmick and a “backdoor way of getting things done.”™” Unfortunately this practice has
only become worse over time, with Congress codifying into law the requirement for components
to produce two lists.

An ideal budget process at the Department of Defense or any other federal agency would
establish clear priorities for spending and program execution. By telling Department of Defense
components they’ll have two bites at the apple, Congress is encouraging the already palpable
pressure and incentives to increase the department’s budget. Congress should eliminate the
statutory requirement. In the absence of legislative change, there is another way Congress can
address this matter. Prior to this requirement, then-Defense Secretary Robert Gates discouraged

* Depantment of Defense Inspector General, Army General Fund Adj s Not Adequately D { or
Supported, (July 26, 2016). hitps://media defense gov/20 16/Jul/26/2001714261/-1/-1/1/DODIG-2016-1 13 pdf

* Mike Stone. “Pentagon fails audit again. could pass around 2027, comptroller says.” Reuters. November 16, 2020
https:/fwww reuters com/article/ns-usa-pentagon-auditor/pentagon-fails-audit-vet-ngain-could-pass-around-2027-

comptroller-savs-idUSKBN27X03P

*"Tony Bertuca, “DOD draws fire from Sanders for returning $80 billion in funding.” /nside Defense, March 6,
2019. hups:/insidedefense convdaily-news/dod-draws-fire-sanders-returning-80b-funding

** Daniel Spinelli, “Progressives Want Congress to Stop Bailing out the Pentagon During the Pandemic,” Mother
Jones, April 22, 2020, hitps://www motherjones.com/politics/2020/04 /progressives-pentagon-defense-department-
coronavirus/

* Marcus Weinberger and Molly O Toole, “The Pentagon’s Weapon Wish Lists Could Disappear.” Defense One,
Fcbru'm 4 2t'lI5 https:/iwww defenseone com/policy/2015/02/pentagons-weapon-wish-lists-could-
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the practice, which the Army’s then-vice chief of staff, General Peter Chiarelli, said encouraged
closer scrutiny and a significant reduction in the size and costs of the wish lists.®” With the aim
of increasing fiscal discipline, Congress should urge Defense Secretary Lloyd Austin 111 to do
the same. This reform was supported by 16 civil society groups from across the political
spectrum.®' Congress should also ask for wish lists to include recommended offsets within the
component’s own budget to pay for additional projects that did not make it into the budget
request. We hope the committee will further impress upon the Secretary the need to curtail this
insidious and expensive practice.

Conclusion

To the maximum extent possible there should be a process that encourages the president and
Congress to set responsible fiscal goals and make tough choices about priorities. Once those
goals and priorities are set, we need to make sure the department has the tools it needs to ensure
funds are spent efficiently and responsibly. Thank you again for the opportunity to testify. I am
happy to answer any questions you may have.

“ Mark Thompson, “Gates Takes Aim at the Military's Spending Wish Lists,” Time, July 17, 2009,
http://content time. com/Aime/nation/anicle/0,8599. 1911 152,00 html

“! Letter from National Taxpayers Union, Project On Government Oversight, American Friends Service Committee,
CODEPINK. Common Defense. Council for a Livable World, FreedomWorks, National Priorities Project. Public
Citizen, R Street Institute, Taxpayers for Common Sense, Taxpayers Protection Alliance. Truth in Accounting, the
United Methodist Church - General Board of Church and Society, Win Without War. and Women’s Action for New
Directions (WAND) to Defense Sccretary Austin, April 19, 2021, huips://www. ntu.org/library/doclib/202 1/04/1.21-
04-19-NTU-and-POGO-Coalition-Letter-on-DoD-Wish-Lists pdf
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Chairman Sanders, Ranking Member Graham, and distinguished members of the Committee,
thank you for inviting me to testify today on waste, fraud, cost overruns, and auditing at the
Pentagon.

The White House’s recently released Interim National Security Strategic Guidance reaffirmed
that the U.S. faces a “growing rivalry” with a “more assertive and authoritarian China” while we
continue to face threats from Russia, Iran, terrorism, as well as cyber and digital threats, and
nuclear proliferation to name only a few.' Though these challenges have economic, diplomatic,
and technological dimensions, the continuity between President Biden and President Trump’s
national security strategies demonstrates a bipartisan understanding that the military will play a
central role in what is now a strategic competition.

While there is always a need to ensure that defense dollars are spent effectively and efficiently,
thereby reducing wasteful spending, such efforts should not result in budgets and policies that
fail to provide for a military capable of fulfilling its fundamental mission — the common defense.
For the Biden administration’s strategy, that means resourcing a military capable of deterring a
catastrophic great-power war and, if deterrence fails, preventing the escalation of the conflict and
ending the war on terms favorable to the United States and its allies,

As Congress reviews the FY22 defense budget request, this Committee should consider:

(1) Providing a 3-5% real growth per annum increase in defense spending to ensure that
the Department of Defense (DOD) can execute its current strategy, mission
requirements and modernize the force.



50

(2) Ending the repeated use of continuing resolutions, revisiting laws that incentivize
“use it or lose it” spending and continuing to support DoD efforts to realize a
comprehensive, clean audit.

(3) Ensuring that emergency spending measures before Congress do not leave DOD
victim to reduced appropriations and harmful budget delays.

Defense Budget Topline: Building a Strategy-Driven Budget

Defense budgets must be strategy-driven and fiscally informed, not the reverse. Secretary Austin
echoed this view during his Senate confirmation hearing saying that our “resources need to
match our strategy and our strategy needs to match our policy.”!! As the 2018 bipartisan National
Defense Strategy Commission (NDS Commission) outlined, Russia and China have embarked on
massive military modernization initiatives that have diminished America’s longstanding military
advantages, and even surpassed the U.S. in some key capabilities. The NDS commission, whose
members included Deputy Secretary of Defense Kathleen Hicks, warned that, even with its
current defense budget, “the U.S. military could lose the next state-versus-state war it fights.

»iit

China’s military spending reinforces this concem. Recent research from the Heritage Foundation
concluded that when accounting for differences in official reporting, purchasing power, and labor
costs, China’s 2017 defense budget amounted to 87% of the purchasing power of the 2017 U.S.
defense budget." This spending is concentrated on relatively few regional objectives, while U.S.
defense budgets resource a military with a global mission, including deterring a resurgent Russia
in Europe and a continuing need for presence in the Middle East. Moreover, the U.S. heavily
invests in personnel costs, such as health care and pay, in a way that China does not. This is part
of the reason why the PLA can afford to maintain an active force 700,000 troops larger than the
U.S. while claiming to have a substantially lower topline."

Despite the fiscal challenges posed by the COVID-19 crisis, Beijing announced a 6.8% increase
in defense spending in March 2021." These increased resources have continued a spending trend
that has funded what former National Security Advisor General HR. McMaster has accurately
described as “the largest peacetime military buildup in history” and {ed Admiral Phillip
Davidson, outgoing commander of U.S. Indo-Pacific Command, to testify before the Senate
Armed Service Committee that the Chinese military threat to Taiwan may materialize within the
next six years.

The Trump administration deserves some credit for launching an effort to respond to this
challenge by seeking to rebuild the military, yet this work is by no means complete. In fact,
much of the increased funding appropriated in fiscal years 2018 through 2020 was allocated
toward restoring readiness, with only a small percentage focused on modernization. Accordingly,
the NDS Commission’s recommendation that a 3 — 5% real growth per annum increase in
defense spending remains an urgent priority for the U.S. military to project power and uphold
alliance commitments. While the Commission noted that this number is more “illustrative than
definitive” what is clear is that real budgetary growth is required to maintain readiness and
modernize the force. "™

Assessing the Impact of Defense Cuts
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Even before COVID-19 triggered America’s economic downturn, calls to reduce defense
spending emerged from elements in both political parties. Now, with historic deficits resulting
from federal spending on COVID-19 relief and other proposed spending measures, those calls
are increasing. To examine the real consequences of cuts to the Pentagon’s resources, the Ronald
Reagan Institute and the Center for Strategic and Budgetary Assessments (CSBA) hosted two
Strategic Choices Exercises this past fall. Bipartisan groups of recognized leaders in their fields
— defense and budget experts, current and former policy makers, and industry executives —
utilized CSBA’s interactive Strategic Choices Tool to weigh the tangible implications of defense
budget changes.

The results of this bipartisan group effort were clear: defense budget cuts would have devastating
consequences of our military and our national security. A ten percent cut — a proposal introduced
(and soundly defeated) in both chambers last Congress — would leave the United States with a
military that is incapable of carrying out the current National Defense Strategy. It would compel
the DOD to re-examine its current standard of maintaining a force that can win one war while
deterring another. To realize cuts of this magnitude, experts were forced to significantly reduce
the military’s force structure — the size and organization of our military — leaving the
participants to question America’s ability to win one war, let alone deter a second. ¥ In other
words, “with cuts of this magnitude the United States could be reduced to a de facto hemispheric
power by 2030

When forced to implement a 10 percent cut, participants made choices with dubious political and
strategic assumptions, For example, teams made significant cuts to personnel, force structure and
modernization programs that heretofore have proved politically impossible. Similarly, teams cut
the contractor and civilian workforce by approximately 10 percent and 30 percent, respectively.
Such cuts would result not only in large reductions in support and expertise provided to
warfighters but also a quick and dramatic loss of a substantial number of American jobs.*

On the strategic level, the consequences are no less real. Defense cuts would place further strain
on an alliance system already under severe pressure. They would leave the United States with a
significantly reduced forward presence that would be less able either to deter adventurism by
adversaries or to assure allies that America will come to their defense.

The Administration’s $715 billion dollar budget request for FY 2021, when accounting for
inflation, is a reduction from the previous fiscal year. While this may appear to be sufficient to
maintain the status quo, readiness and modernization accounts will shrink as other budget lines,
such as personnel and operations and maintenance accounts, tend to demand continued real
growth. Thus, the Administration’s budget will likely exacerbate the Department’s ability to
modernize. Put differently, defense cuts do not equal defense reform; rather, as our strategic
choices exercise makes clear, less resources result in a less capable fighting force.

A More Efficient Pentagon — Ending Continuing Resolutions (CR), “Use-it-or-lose-it”
Incentives and the DOD Audit

As this Committee considers how to reduce waste and inefficiency, it ought to consider one of
the most consistent drivers of inefficiency in the Department of Defense —continuing resolutions.

3
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As this Committee knows, DOD has started the fiscal year under a CR fifteen of the past twenty
years (FY2002-FY2021) creating unnecessary uncertainty that creates significant management
challenges for the Department. ™ Interim CRs create compressed timelines for expenditures and
generate waste by requiring short-term contracts that must be resigned once additional funding
has been allocated. One Congressional Research Service report gave the following example of
the inefficiencies created by reliance on CRs:

“For example, as the Air Force program fo procure a new combat rescue
helicopter transitions _from development to production between FY2019 and
FY2020, the amount requested for R&D dropped by about $200 million while the
amount requested for procurement rose by a 12-percent larger amount. Although
the total amount requested for the program in FY2020 is thus $25 million higher
than the total appropriated in FY2019, a CR that continued the earlier year's
Junding for the program would problematic: The nearly $200 million in excess
R&D money could not be used 1o offset the more than $200 million shortfall in
procurement funding, absent specific legislative relief. ™"

These inefficiencies cost real money, reduce military readiness, and hinder modernization. A few
recent examples: In December 2017 Secretary of the Navy Richard Spencer stated that since
2011, CRs had cost the Navy $4 billion *i' Before the beginning of FY 2018, DOD delayed
starting seventy-five weapons due to the rule that govern CRs*" At the 2019 Reagan National
Defense Forum, Secretary Esper reported the Department was unable to begin almost 200 new-
start programs and nearly 100 production increases due to the CR.® As the NDS Commission
concluded, CRs have had a “grave material impact, encouraging inefficient, “use-it-or-lose-it”
spending by the services at the end of the fiscal year, resulting in delays in acquisitions and
modernization, and exacerbating readiness problems throughout the force.”™

Another reform the Congress might consider is revisiting legal restrictions that incentivize “use-
it-or-lose-it” spending. As currently mandated, Congress permits the Defense Department to
transfer only a total of $6 billion from one appropriations account to another in any given fiscal
year and, with some exceptions, prohibits using appropriated funds across fiscal years. Thus, in
the last month of every fiscal year, Pentagon programmers are incentivized to spend the balance
in their annual budgets, rather than obligate the funding in the next fiscal year which would
likely advance a more strategically sound purpose.™!

Congress should also continue to support DOD efforts to realize a clean audit. With some $3.1
trillion in assets, auditing DOD was always going to be a monumental task. A similar initiative at
the Department of Homeland Security, a substantially smaller organization, also took 10 years to
pass an audit. As one recent report noted, “defense financial systems were established to track
how the DOD applies funding to defend the country. They were not set up for business
efficiency or to produce detailed financial documentation at the enterprise level !

Though the process has involved around 1400 auditors and cost taxpayers close to $1 billion, the
ongoing Audit mandated by the Government Management Reform Act of 1994 is generating
reforms that increase DOD’s performance and accountability. ™™ These efforts have resulted in
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the consolidation of data access and IT systems, enabled more efficient resourcing of defense
spending, and assured taxpayers that DOD resources are not wasted on fraud. This last point is
critically important: while a fully clean audit is likely years away, for the third straight year
auditors found no evidence of fraud. ™ Moreover in 2020, 16.3% of the issues identified in the
previous year’s audit had been fixed. ™

Impact of Emergency Spending Measures on DOD: Challenges and Opportunities

This Committee should also consider how emergency spending measures before this Congress
may impact the Department of Defense and the annual appropriations process. The combined
spending of the Coronavirus Aid, Relief, and Economic Security Act and the proposed American
Jobs Act and American Families Plan, if passed, would result in over six trillion dollars of
federal spending. In the aggregate these measures would add up to the equivalent of over four
years of federal discretionary spending. These bills resource domestic areas exclusively, which
under normal circumstances Congress would fund through annual appropriations measures that
naturally balance defense and domestic priorities. Given the size and scope of these emergency
bills, Congress may be less incentivized to balance spending priorities given the trillions it may
spend on domestic priorities. Though the unprecedented crisis brought on by the COVID-19
pandemic justifies emergency spending, prioritizing multi-trillion multi-year omnibus packages
threaten to exhaust Congressional appetite for spending during its regular consideration of the
President’s budget request leaving the DOD in a precarious funding position.

To mitigate this outcome, Congress should consider funding defense priorities which
complement the priorities of the emergency bills. Specifically, the Administration’s
infrastructure proposal provides an excellent opportunity to enhance military bases and housing,
industrial base infrastructure, like shipbuilding™! and critical research and development
programs and projects. From the construction of the interstate highway system to the
contemporary need to secure the defense industrial base’s supply chains, infrastructure has long
been critical to U.S. national security. Although the White House’s plan to allocate $50 billion
to bolster a domestic superconductor industry represents a small victory, the American Jobs Act
in its current iteration is a missed opportunity to resource national security-relevant
infrastructure.

The nation’s cyber resiliency represents a particularly urgent area in need of infrastructure
investment, which the American Jobs Act currently underfunds. While the Biden administration
plans to “integrate cyber with the design and implementation of the [ American Jobs Plan] with
investments in cyber security,” no funds are allocated to protect the energy grid enhancements
and other infrastructure expansions currently proposed by the bill. The damage caused by the
recent cyber-attack on the Colonial pipeline, which has already required federal assistance,
demonstrates the critical need to protect the energy grid enhancements and other infrastructure
investments proposed in the plan =

Conclusion

In 1984, President Reagan observed, “history teaches that war begins when governments believe
the price of aggression is cheap. To keep the peace, we and our allies must be strong enough to

5
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convince any potential aggressor that war could bring no benefit, only disaster.” This philosophy
of “peace through strength” is strengthened by healthy reforms, such as consistent and timely
appropriations and modernized financial management practices. Budget cuts masked as reform
will only weaken our national defense. The recently released Reagan National Defense Survey
reveals that three in four Americans, including significant majorities of both Republicans and
Democrats, favor increasing defense spending. Americans understand what it takes to sustain the
peace and our prosperity, and they are willing to make the investments necessary to support a
strategy that delivers just that. It is imperative that this Committee balance domestic and national
security priorities in a fashion that ensures our military is properly resourced to meet the
demands of our national defense obligations.
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Good morning, my name is Tom Spoehr and I am the Director of the Center for National
Defense at The Heritage Foundation, and a retired Army Lieutenant General. The views I
express in this testimony are my own and should not be construed as representing any official
position of The Heritage Foundation.

Thank you for the opportunity to appear before this committee.

This is a vitally important topic. No federal organization should be exempt from the imperative
to be as efficient, effective, and free from fraud as possible. The U.S. Department of Defense
(DOD), with nearly 20 million employees, an annual budget of over $700 billion, and more than
$3 trillion worth of assets has a special obligation be a good steward of the resources entrusted to
it for the nation’s defense.!

No organization is perfect, and the Department of Defense is not immune to instances of waste,
overruns, and fraud. Every option and opportunity must be explored to find new ways for the
Pentagon to be more efficient. No one gets a free pass. And, given the amount of oversight
agencies, safeguards, and reforms under which the Department of Defense operates, it is my
opinion that the Pentagon today is one of the most scrutinized and reformed organizations in the
Jfederal government.

The Pentagon Is Subject to Oversight from Multiple External and Internal Agencies

Multiple organizations, such as the General Accounting Office (GAO), the Office of the
Inspector General, audit agencies at all levels, the Defense Contract Audit Agency, service
contracting offices, the now-annual financial audit, and hundreds of legal offices, all operate to
ensure proper processes and that laws are followed.

In fiscal year (FY) 2020, the Department of Defense Inspector General’s office alone, consisting
of 1,750 individuals, issued 138 audit and evaluation reports, conducted 35 administrative
investigations, and recovered $2.69 billion dollars.?

In March 2021, the GAO found that the “DOD continues to demonstrate a strong commitment, at
the highest levels, to improving the management of its weapon system acquisitions,” and that
“DOD leadership continued its commitment to financial management improvements.”3

Thousands of pages of acquisition rules exist, with more published each year, strictly guiding
acquisition and contracting decisions. Myriad annual reports, such as an annual performance plan
and agency financial assurances, are prepared and published. Tough ethics laws are in place and
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rigorously enforced. Determined individuals can still perpetrate fraud, but the DOD and
Congress have succeeded in making it difficult.

The Size of the Pentagon Budget

Some argue that the Pentagon budget is overly large, indeed “bloated” and riddled with waste.
Some further argue that Pentagon spending has grown unchecked, now representing the largest
part of the federal discretionary budget.*

Just because something is big does not mean it is bloated. Dwayne “The Rock” Johnson is big,
yet no one would accuse him of being bloated.

National defense now consumes the smallest portion of the U.S. federal budget in a hundred
years— 15 percent—and continues to shrink.> And, except for a moment in 1999, spending on
national defense now consumes the smallest percentage of the U.S. gross domestic product in
modern history.®

Critics also invoke the statement that DOD’s funding is bigger “than the next 10 nations’
military budgets combined”” as grounds for claiming that the budget is overly large and
unnecessary.

Some added context and explanation is necessary.

First, when adjusted for purchasing power parity, an internationally recognized method of
equating economies, comparisons of national defense spending reflect U.S. defense spending in
terms of its purchasing power to be roughly equal to that of two countries (China and Russia)—
not 10.*

The second, and more significantly overlooked element, is that the United States—for better or
worse—is a global power with worldwide responsibilities. U.S. defense commitments include
agreements with NATO, Japan, South Korea, Israel, Australia, and New Zealand, as well as
international sea lanes and other areas. Other countries do not share similar responsibilities, and
it is misleading to compare the U.S. to others without that context.

In the end, the best way to assess the size of the U.S. defense budget is to understand how well
the budget allows the nation to execute its current national defense strategy. It should be no
surprise that this type of assessment is also the most difficult to perform.”

The Pentagon’s Aggressive Reform Efforts

No other federal department has undergone the sheer number of reforms and efficiency drives as
the Pentagon has in the past five years. In many cases at the direction of Congress, the
Department of Defense has converted its defined benefit retirement plan to a hybrid defined
contribution plan,'® cut headquarters sizes by 20 percent,'! completely revamped the manner in
which health care is delivered to members of the military and produced a new acquisition
framework 2 to acquire capabilities.
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Pentagon efficiency efforts, such as the Defense-Wide Review ' undertaken by former Secretary
of Defense Mark Esper, or the famous “Night Court” review in the Army, ' largely go unnoticed
by the public, even though they saved billions of dollars.

The GAO largely supported the DOD’s December 2020 claim that it had identified $37 billion
dollars in savings that could be applied to other defense programs. '®

In addition, every year Congress levies new reform initiatives.!® There were 88 new acquisition
initiatives in the F'Y 2017 National Defense Authorization Act alone. The 2021 National Defense
Authorization Act topped 1,450 pages, many of which are new initiatives and policies to be
implemegted by the DOD. Some have made the argument it is more that the Pentagon can keep
up with.

Fraud in the Defense Department

Any type of fraud within the DOD represents a problem that must be eliminated. There is a
challenge to put the issue into context. Indeed, the Air Force was lambasted in 2018 for
purchasing coffee cups for KC-10 aircraft that cost $1,280 apiece. Overlooked was that it was
the Air Force itself that identified the problem and stopped buying the cups before it even came
to the public’s notice.!®

Fraud, just like in civil society, exists in the Pentagon and its supporting supplier base. For
example, a 2018 report on defense contracting fraud found that in the preceding five years there
had been 1,059 criminal cases brought against 1,087 defendants and that nearly $800 million had
been returned to the government. '’

That the DOD continues to pursue such cases so vigorously helps to deter future instances of
fraud. Continued vigilance by all parties is essential for combatting fraud.

The DOD Financial Audit Isn’t the Answer

Some point to the Pentagon’s inability to pass an audit as prima facie evidence that the Pentagon
is unworthy of the funding it is provided. Congress imposed the requirement for the DOD to pass
a financial audit back in 1990, even though passing an audit is no guarantee that an organization
is well managed.” Indeed, Enron, the poster child for corporate abuse, managed to pass all its
financial audits, right up until the moment it imploded as a result of massive fraud.!

The Pentagon has undergone three full audits in the past four years, not passing any of them.
Indeed, the result of each has been a “disclaimer of opinion,” auditor talk for “the books were in
such a state that the auditors could not render an opinion.”%

Each year, the DOD fixes the previous year’s notices of findings and recommendations (NFRs),
and each year a similar number of new NFRs are noted. At a recent hearing, the acting DOD
Comptroller predicted that it would now take until 2028 for the Pentagon to pass the audit.? It is
unclear whether that estimate is realistic.
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Albert Einstein is credited with saying that the definition of insanity is doing the same thing over
and over, and expecting different results.

1t is not for lack of trying that the Pentagon has not passed the audit. The audit is larger in scope
and size than any other attempted of its kind, dissecting a vast global enterprise of more than 20
million people. To perform this audit is both expensive and time-consuming, and in many cases
duplicates existing DOD oversight mechanisms.

The 2017 audit cost nearly a billion dollars—$367 million to conduct the audit, and $551 million
to fix the issues it discovers.** Subsequent years have carried similar costs.

U.S. corporations by law undergo strict annual financial audits to assure potential investors in
capital markets of the soundness of their offerings as described in their financial statements. But
the DOD is not a corporation and has no such corresponding need.?

Of course, conducting the audit is the law of the land and must be accomplished for that purpose.
But there should be more justification to continue to spend a billion dollars a year unless the
expected payoff at the end is expected to outweigh the costs. Most experts, however, believe that
passing the audit will not cause the DOD to become appreciably more efficient or better
managed. %

The audit carefully examines DOD financial statements: a consolidated balance sheet, a
consolidated statement of net cost, a consolidated statement of changes in net position, and a
combined statement of budgetary resources.>’ These statements are currently not used for any
managemgent purposes within the DOD, and senior leaders do not consult them in decision-
making.?

Certain Elements of the DOD Financial Audit Have Value. There are some elements, which,
if tackled and fixed, would provide value added. Tracing and fixing problematic financial
transactions might prove useful. Improvements to the DOD’s financial information technology
(IT) systems would be beneficial. But many elements of the audit, such as verifying physical
property existence, completeness, and valuation (portions of which demand that the DOD
recount physical property, such as F-35 fighters and World War 1I buildings) or placing an
accurate value on a 1960s-era armored personnel carrier—carry no real value.

Other requirements, such as determining proper access to IT systems, are atready covered by
other DOD processes, and addressing them in the financial audit is redundant.

Congress should take the immediate opportunity to work with the Pentagon and the auditing
community to narrow and focus the effort of the financial audit to include only those items,
which, if fixed, would be expected to add direct value to management and financial operations of
the Pentagon.
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Areas Where Savings and Efficiencies Are Possible

Although the Pentagon has undergone several reforms in recent years, there are still
opportunities where Congress can help to make the Department of Defense more efficient.

Congress should authorize another round of Base Realignment and Closure (BRAC), even if the
Pentagon does not ask for it. The Pentagon has previously said that it could save $2 billion a year
with another round of BRAC %’

Congress should allow public-private competitions previously authorized under OMB Circular
A-76 to take place. Such competitions normally generated a 20 percent to 30 percent cost
savings, regardless of whether the government or private industry wins the competition.*’

Congress should allow the DOD to carry over a small portion, perhaps 5 percent, of its operating
and maintenance accounts to the next fiscal year to reduce the pressure of year-end “use it or lose
it” spending, which is generally less effective spending !

Given the anticipated flat budget for 2022, Congress should view with caution Pentagon attempts
to divert funding to costly projects in pursuit of fighting climate change---such as converting the
DOD’s entire fleet of non-combat vehicles to electric by 2030 and expensive biofuels---unless a
clear warfighting value is present.*

Finally, Congress should exercise its oversight function to confirm only those nominees who
have the significant management and business experience necessary to lead the Department of
Defense and have the proven capability to push an organization to higher levels.*

Conclusion

Thank you for the opportunity to testify. This is a vitally important topic. Nothing I have said
should be taken to mean that the Pentagon deserves a free pass on efficiency. Indeed, the
Pentagon must do better.

There are no quick and easy solutions to making the Pentagon more efficient. Solutions will be
hard-won and focused on discrete problems. Tough-minded and educated leaders are needed to
implement change. But “hard” does not mean “impossible,” and nothing is more important to the
long-term future of this country than an effective and efficient national security apparatus.

Thomas W. Spoehr is Director of the Center for National Defense, of the Kathryn and Shelby
Cullom Davis Institute for National Security and Foreign Policy, at The Heritage I'oundation.
He is a retired Army Lieutenant General who served in multiple senior positions in the
Pentagon, including his last as the Director of the Office of Business Transformation, working
for the Under Secretary of the Army to make the Army processes more efficient.
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Responses To Written Questions of Senator Van Holien From Lawrence Korb

Question 1: Last year, the Pentagon failed an audit for the third time. The first audit was
completed in 2018, 28 years after the Chief Financial Officers Act required annual audits
of federal agencies’ financial statements and eight years after Congress required DOD to
be audit-ready by Fiscal Year 2018. DOD leadership has suggested that a clean audit
opinion will likely not be achieved until 2028.

1. What are some of the key lessons learned from the completed Pentagon
audits?

2. What, if anything, could Congress do to accelerate the timeline to a clean audit
opinion for the entire Department of Defense?

3. What do the findings of the completed audits indicate about the relationship
between auditability and back-office functions like IT, business process
modernization, contract management, financial management, and support
infrastructure management?

a. In a more constrained budget environment, does it concern you that
core functions like these may be seen as low-hanging fruit for cost
savings?

b. What are the long-term impacts of failing to invest in business systems
and processes that ensure a healthy, efficient, well-functioning
organization that is not vuinerable to waste, fraud, and abuse?

Answer: There’s no doubt that, given its size and assets, the Pentagon will face many
challenges in successfully passing an audit. However, it was not necessary for it to fail three
times. The real problem that it has in continually failing is lack of attention to the audit from the
very top leadership of the Department. Since 2010, when Congress gave it eight years to pass,
none of the dozens of Secretaries and Deputy-Secretaries of Defense have made it a priority.
Passing an audit before the 2028 deadiine the current leadership has agreed to, will require
leaders like Robert McNamara, former head of the Ford Motor Company, who served as
Secretary of Defense for Presidents Kennedy and Johnson, and David Packard, the head of
Hewlett-Packard, who was Deputy Secretary of Defense for President Nixon, to make it a
priority and to personally oversee the process.

The long-term impact of this failure is that the Pentagon has wasted billions of dollars of
taxpayer funds each year, preventing it from using the wasted funds on more manpower and
equipment that is critical to our security.

If the top leadership of the Department does not have the skill or willingness to make passing
the audit a priority, the Pentagon will continue to suffer from unnecessary waste at the
taxpayers’ expense. This is something Congress in general and the Budget Committees in
particular must continue to press on the top leadership, particularly in an era of constrained
budgets by withholding funds from the Pentagon’s overhead budget.

Question 2: President Biden’s budget for Fiscal Year 2022 proposes eliminating
Overseas Contingency Operations funding. According to the Congressional Research
Service, from September 2001 to September 2019, the Congress appropriated $2 trillion
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in discretionary spending designated as OCO. This amounts to 9.5% of total
discretionary spending during that period and about 20% of total defense spending.

1. What is the effect of OCO on DOD’s ability to engage in long-term
planning?

2. As we pivot toward great power competition, how would the continued
use of OCO affect our ability to divest from legacy systems and invest
in higher priorities?

Answer: For two reasons eliminating the OCO or warfighting budget is a step in the right
direction. First, since the US will completely withdraw from Afghanistan before the start of FY
2022, any significant overseas operations that have been funded in it for the past 20 years will
end. Second, the old OCO account was used to avoid the budget caps that existed since
sequestration went into effect in 2013 and lasted until this year. For the past eight years the
Pentagon has used the OCO account to quote, to its own controller, “as a slush fund” to fund
items, like the European Defense Initiative, that had nothing to do with the wars in the Middie
East.

Eliminating the OCO account will force DOD to make the hard choices, it should make and
using its real budget to move from legacy systems to new technologies.

Question 3: The Ground-based Midcourse Defense (GMD) system offers an important
case study for a major defense program mired by cost overruns, schedule delays, a
flawed acquisition process, and major technical setbacks. After cancellation of the
Redesigned Kill Vehicle, which cost approximately $1.2 billion, the Defense Department’s
CAPE office recently came out with a cost estimate of nearly $18 billion for the Next
Generation Interceptor, marking a key inflection point for the GMD program.

1. What improvements to oversight and acquisition procedures should the Pentagon
and the Missile Defense Agency take to prevent past mistakes with the GMD
program?

Answer: There are at least three improvements that the Pentagon, the Missile Defense Agency,
and Congress need to make in oversight and acquisition procedures to prevent repeating past
mistakes with the GMD program.

First, do not rush to deploy a system knowing it doesn’t yet work, choosing to fix the system
along the way — a process called spiral development. This is what the George W. Bush
administration did when it rushed to deploy the GMD by 2004 in 2002.

Second, having the program managed by the Undersecretary of Acquisition, not the
Undersecretary of R&D, as DOD initially did for GMD. [n fact, we separated the acquisition
function from R&D, where it was for a number of years for this very reason. In managing the
program the acquisition executive needs to ensure that there is sufficient competition in all
aspects of the program, something that did not occur with GMD in which Boeing was the sole
source in several areas.

Third, Congress needs to provide oversight much earlier in the development of such a large
program like GMD. It was not until the cancelation of the RKV in August 2019 that Congress
began providing tough oversight.
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Responses To Written Questions of Senator Van Hollen From Mandy Smithberger

Question 1: Last year, the Pentagon failed an audit for the third time. The first audit was
completed in 2018, 28 years after the Chief Financial Officers Act required annual audits
of federal agencies’ financial statements and eight years after Congress required DOD to
be audit-ready by Fiscal Year 2018. DOD leadership has suggested that a clean audit
opinion will likely not be achieved until 2028.

1. What are some of the key lessons learned from the completed Pentagon
audits?

Answer: The audits are revealing a number of significant issues about weak internal
controls at the Department of Defense. Two of the most significant concerns have been
inadequate cyber security and extremely poor real property management. For example,
DOD's financial statements could not account for more than three million pieces of
government-owned property for the F-35—worth $2 billion. The Navy's efforts to resolve
these issues resulted in over $3 billion in spare parts. Addressing these deficiencies will
both increase the security of our systems and help improve readiness.

2. What, if anything, could Congress do to accelerate the timeline to a clean audit
opinion for the entire Department of Defense?

Answer: Congress has played an essential role in making the audit a priority for the
Department. POGO has supported amendments that would enact financial penalties to
services and components that are not able to achieve an audit opinion in the past as a
way to encourage the Department to continue to prioritize this issue. Congress should
consider additional accountability measures as well, including regular hearings before
this Committee.

3. What do the findings of the completed audits indicate about the relationship
between auditability and back-office functions like IT, business process
modernization, contract management, financial management, and support
infrastructure management?

Answer: The Achilles heel for the audit effort has been how much the department has
neglected these back-office functions. The audit reveals that the costs of this neglect are
waste and putting our system at risk. POGO would also like to see Congress be as
engaged in having the department prioritize contract administration and oversight tools,
especially pre-award audits, forward pricing audits, and auditor participation in pre-
negotiations and negotiation sessions, which will return even greater savings and further
improve the effectiveness and efficiency of department operations.

a. In a more constrained budget environment, does it concern you that core
functions like these may be seen as low-hanging fruit for cost savings?

Answer: POGO is very concerned that the department will offer key oversight offices
and efforts for cost savings because we are already seeing this is the case. In March
we reported about the Navy's proposals to make significant cuts to its Naval Audit
Service. Once this expertise is lost, it's not easy to rebuild. It took the department
years to rebuild its acquisition workforce after the Clinton and Bush administrations
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depleted that essential oversight as “too much red tape.” The department already
confronts serious challenges when it comes to modernization, these efforts will only
be undermined if the department does not have adequate oversight and
accountability. The audit effort has made clear that the department already has weak
internal controls to prevent waste, fraud, and abuse. Making cuts to core functions
will only make the department’s current problems worse.

b. What are the long-term impacts of failing to invest in business systems and
processes that ensure a healthy, efficient, well-functioning organization that is
not vulnerable to waste, fraud, and abuse?

Answer: Unfortunately, it's not an exaggeration to say that the consequences of
wasted funds can be deadly. Weak property management can lead to more weapon
systems in need of repair, which translates into less training time and enhanced risks
of preventable accidents. Incorrect information leads to inaccurate forecasting, and
inefficiencies in business systems and processes harm the budget process
readiness. In the national security arena there are already so many forces that are
out of our control, it's inexcusable that we wouldn’t manage what is firmly in our
control and prioritize having systems to prevent waste, fraud, and abuse.

Question 2: President Biden’s budget for Fiscal Year 2022 proposes eliminating
Overseas Contingency Operations funding. According to the Congressional Research
Service, from September 2001 to September 2019, the Congress appropriated $2 trillion
in discretionary spending designated as OCO. This amounts to 9.5% of total
discretionary spending during that period and about 20% of total defense spending.

1. What is the effect of OCO on DOD’s ability to engage in long-term planning?

Answer: Responsible long-term planning requires more information and transparency
than has been typically provided through OCO requests. As the Congressional Budget
Office has previously testified to this Committee, using OCO makes it more likely
expensive and lower-priority projects get funded. Once those programs are initiated they
can be difficult to curtail. The end result is OCO undermining planning and management.

2. As we pivot toward great power competition, how would the continued use of
OCO affect our ability to divest from legacy systems and invest in higher
priorities?

Answer: Continued reliance on OCO would undermine the ability of the United States to
invest in its top priority programs by continuing to discourage prioritization and
encourage waste. As Congress considers the Biden administration’s request, however, |
would urge some caution around proposals to cut legacy systems. Those cuts are
appropriate cost-saving measures when they are systems that are no longer supporting
our top national security priorities. But we worry that in many instances those cuts are
trying to force Congress to support risky and unaffordable modernization programs.
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Question 3: The Ground-based Midcourse Defense (GMD) system offers an important
case study for a major defense program mired by cost overruns, schedule delays, a
flawed acquisition process, and major technical setbacks. After cancellation of the
Redesigned Kill Vehicle, which cost approximately $1.2 billion, the Defense Department’s
CAPE office recently came out with a cost estimate of nearly $18 billion for the Next
Generation Interceptor, marking a key inflection point for the GMD program.

1. What improvements to oversight and acquisition procedures should the
Pentagon and the Missile Defense Agency take to prevent past mistakes with
the GMD program?

Answer: As much as possible Congress should make sure that the Missile Defense
Agency follows key acquisition rules. While the agency was initially exempt from those
laws, that exemption should not mean that the agency is exempt from accountability. We
largely agree with the recommendations of the Government Accountability Office,
including that MDA must avoid concurrency, especially when there are developmental
delays, which indicates that a system is not ready for prime time. Increasing
transparency will also help Congress oversee MDA and prevent unnecessarily risky
program changes. Congress should also ensure that the annual report from the Director
of Operational Test and Evaluation continues to be made available to the public,
including as much information about missile defense as possible.
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EXECUTIVE SUMMARY

An alternative defense strategy that avoids unnecessary and counterproductive wars,
reduces the U.S. global military footprint, takes a more realistic view of the major securi-
ty challenges facing the United States, and reduces waste and inefficiency could save at
least $1.2 trillion in projected spending over the next decade while providing a greater
measure of security.

Contrary to recent assertions by advocates of higher Pentagon spending, America can

be made safer for far less money. The United States has made enormous investments in
security in the past two decades, At $716 billion per year, current spending on the Pen-
tagon and related agencies is well above the post-World War |l average, and only slightly
less than the levels reached in 2010, when the United States still deployed nearly 180,000
troops in Irag and Afghanistan. Yet, the Pentagon’s current plan budgets $7.6 trillion for
national defense over the next ten years.

Any future investment in defense has to be both strategically wise and fiscally sustain-
able, In many ways, the US has overpaid for security in this century, and in some ways,
this spending has been counterproductive, A more realistic, effective defense strategy
would not only provide greater security, but also save taxpayer dollars.

This report’s recommendations are a sharp contrast to the National Defense Strategy
announced by the Pentagon in January 2018 and the companion evaluation of that strat-
egy provided by the National Defense Strategy Commission (NDSC), which has declared
that “[t]he security and well-being of the United States are at greater risk than at any time
in decades.” The commission’s report and the National Defense Strategy that it evaluates
exaggerate the challenges posed by major powers while ignoring severe threats that can-
not be addressed by the Pentagon.

Military strategy is just one part of a larger approach to ensure the safety of the United
States and its allies and protect U.S. interests. Mational strategy involves assessing all of
the major challenges facing the United States, providing the resources needed to address
them, and setting priorities among competing demands. Many of these challenges - from
climate change to economic inequality to epidemics of disease - are not military in na-
ture.

ELEMENTS OF A NEwW STRATEGY

An alternative strategy for the United States requires a fresh approach, one that takes
into account accelerating changes and challenges in the global environment and makes a
balanced assessment of the tools needed to address these challenges.
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A new strategy must be much more restrained than the military-led approach adopted
throughout this century, replacing a policy of perpetual war with one that uses military
force only as a last resort, when vital security interests are at stake. A new approach
should rely on diplomacy, economic cooperation, and other non-military instruments as
the primary tools for addressing security challenges.

The first element of a new strategy must be a recognition that the U.S, homeland is rela-
tively safe by historical standards, from conventional attack by any major power and from
the risk of attacks from terrorist organizations based outside of the United States. While
another major international terrorist attack on the United States remains possible, the
nation is much better prepared today, while even elementary safeguards were missing 18
years ago. In any event, domestic terrorism is not primarily an international threat and the
policy solution does not demand military force expansion, while nuclear threats can be
thwarted by a deterrence-only strategy and force posture.

Second, the wars of the last 18 years - including large-scale counterinsurgency efforts, na-
tion building, and global terrorist-chasing, as occurred in Irag, Afghanistan, and beyond -
have done more harm than good, in some cases disastrously so, Abandoning such policies
could lead to concomitant reductions in the size and geographic reach of the U.S, military
while promoting greater security. Most importantly, it would stop unnecessarily risking the
lives of U.S. troops.

Third, an alternative national security policy needs to recognize that Russia does not pose
a traditional threat to the United States, nor does China. Neither approaches the dominant
military power of the United States, which has the only truly global military force. Given
the potentially disastrous consequences of war between nuclear-armed great powers,
plans to prevent such a conflict should take precedence over spinning out warfighting sce-
narios. Ultimately, the competition between the three major powers centers on economic
dominance (particularly with China) and diplomatic influence.

Greater reliance on allies tied to a more restrained strategy will allow a reduction in global
U.S. troop deployments, especially ground troops, and smaller reductions in the Air Force
and Navy. In addition to relying more heavily on allies, the United States should be able to
surge its forces in the event of a military crisis in Western Europe or East Asia rather than
maintain large and costly forward deployments. In Europe, for example, NATO allies alone
cumulatively spend more than triple on their militaries than Russia, and their economies
taken together are ten times the size of Russia's. U.S. allies have ample resources to de-
fend themselves with the United States playing a less costly, supporting role.

Given, the above, the notion that the United States needs to be prepared to fight two
major regional wars, with active combat in one and deterrence in the second, should be
discarded as a guide to military force structure,

Fourth, the strategic approach to regional challenges, like the potential development of
nuclear weapons by Iran and North Korea, outlined in current strategy documents needs
to be rethought. It devalues diplomacy in favor of preparation for and threats of military
conflict. The predominance of military options in U.S, strategy comes even as the Trump
administration has violated and discarded the Iran nuclear deal, which was working to
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curb that nation’s nuclear ambitions at minimal cost to the United States and its allies.

A new administration should rejoin the deal. Likewise, negotiations with North Korea,
however challenging, are a far preferable option to war, which could not be won without
catastrophic numbers of casualties in South Korea and the possibility of nuclear strikes
against U.S. allies in East Asia.

Fifth, overall U.S. nuclear strategy should move towards a posture of sufficiency - a large
enough arsenal to deter attacks on the United States and its allies. No additional ca-
pability is needed. As indicated in the alternative nuclear posture developed by Global
Zero, restraint in nuclear planning would allow for a reduction to 1,100 total warheads
from a stockpile that currently stands at roughly 4,000, It would include the elimination
of the land-based portion of the nuclear triad - Intercontinental Ballistic Missiles (ICBMs)
- which pose risks of accidental or rash resort to nuclear weapons due to the extremely
short time frame in which they would need to be launched in fear of an attack.

Sixth, the most urgent risks to U.S. security are non-military, and the proper national
security tools ought to be non-military as well, They include climate change, which un-
dermines frontiers, leads to unpredictable extreme weather, and fosters uncontrollable
migration; cyber-attacks and cyber offensive operations, which undermine the credibility
of the internet and pose challenges to infrastructure security; global disease epidemics,
which pose societal risks to all nations; and income and wealth gaps, which foster insecu-
rity and conflict.

Last but not least, a new strategy should put as much or more emphasis on diplomatic
cooperation as it does on preparing for or engaging in military confrontation. Current-

ly, the total budget for national defense - including the Pentagon and nuclear weapons
spending at the Department of Energy - is over a dozen times larger than the budget for
the Department of State. This imbalance must change. There are global security interests
and goals shared in common by all members of the international community. The Unit-
ed States must partner with other nations in addressing challenges like climate change,
epidemics of disease, nuclear proliferation, and hurman rights and humanitarian crises.
None of these challenges are best dealt with by military force. Rather, they will depend
on building non-military capacities for diplomacy, economic assistance, and scientific and
cultural cooperation which have been allowed to languish in an era in which the military
has been treated as the primary tool of U.S. security policy.

DeFENSE BUDGETS PAST, PRESENT, AND FUTURE

The defense budget debate in recent years has pivoted around the restrictions set by the
Budget Control Act (BCA) of 2011, which set spending limits for the fiscal years between
2012 and 2021. From its outset, defense hawks and other policymakers complained that
the BCA's new limits would "decimate” defense readiness and modernization and put the
United States at the mercy of its adversaries, But there is ample evidence that the BCA
caps were neither extreme nor actually adhered to and could provide guidance towards a
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much more fiscally sustainable and predictable budgetary path in the future.

Spending reductions attributable to the BCA have been modest. Total Department of
Defense (DOD) spending almost doubled from $425 billion in FY2000 to $812 billion in
FY2010 (in 2019 dollars). The 2010 figure represented the highest level in both war fund-
ing and base budget funding since World War Il. Proposed funding of $750 billion for
FY2020 is only a modest reduction from this peak spending, and well above the Cold War
average of $377.3 billion.

War spending has not only allowed the DOD to skirt BCA spending limits but has also
subsidized its day-to-day defense spending. For example, despite a reduction in troop
deployments for the post-9/11 wars from 180,000 in 2010 to a projected level of 22,000
in FY2020, the administration has proposed a war budget of $163 billion in 2020, virtually
identical to the $165 billion figure reached in 2010.

Despite the vociferous complaining and ominous warnings from DOD spokesmen and
defense hawks in Congress, the BCA decade has turned out to be very well-funded for
the Pentagon. The President’s plan in 2012, cited by many BCA critics as the desirable
level, projected $6.4 trillion in spending for the BCA decade, FY2012-FY2021. Counting the
subsidies to the base budget provided by war spending along with several upward adjust-
ments of the budget caps, DOD is slated to receive $5.8 trillion over that time span. This
level of spending for the base budget with war subsidies is over one trillion higher than
the prior decade’s level of $4.7 trillion before enactment of the BCA, when hostilities in
both Iraq and Afghanistan were at their peak.

The figures suggest that critics who have cited threats to readiness and modernization
from the caps on Pentagon spending have greatly over-stated their case. If there is a
readiness or modernization issue it is not because the DOD hasn't been given ample
taxpayer money, it's because the DOD bureaucracy has not been spending that taxpayer
money effectively.

OPTIONS FOR REDUCING SPENDING

This report details over $1.2 trillion in savings from the Pentagon’s spending plan for the
next decade, Savings come from reductions in the size of the force resulting from a more
restrained strategy; a downsized nuclear arsenal tied to a deterrence-only nuclear pos-
ture; and efficiencies in Pentagon operations.

On the issue of force structure, a more realistic defense strategy would allow the United
States to reduce its armed forces by 10% to an active-duty strength of 1.2 million person-
nel. This reduction could cull $600 billion from the administration’s ten-year plan, con-
tributing substantially to the $1.2 trillion in defense budget savings foreseen by the task
force. Although smaller than today’s military, this armed force would remain the most
powerful on earth, well equipped for current and emerging security challenges. The force
structure cuts would also entail cancelling the Littoral Combat Ship (LCS) and reducing
the size of the proposed F-35 fleet; cutting the number of carriers in the Navy from 11 to
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9, thus eliminating the requirement to build new carriers within the next decade.

In the short-term, there are a number of steps Congress can take to begin to rein in over-

spending by the Pentagon:

1.

Restrict the Overseas Contingency Operations (OCO) account to expenditures that
are directly related to current wars, as a step towards eliminating it altogether as
those wars wind down. Only $25 billion of the FY2020 administration’s $165 billion
proposal for OCQ is for direct war spending,.

. Cut back the Pentagon's work force of private contractors by 15% at a savings of

well over $20 billion per year, including an audit of which functions are necessary
and which are redundant.

. Block plans for the creation of an independent Space Force, saving billions in un-

necessary bureaucratic overhead,

. Forego placing weapons in space, including missile interceptors. Their potentially

destabilizing effect could put U.S, military and civilian space assets at risk,

. Roll back the Pentagon’s $1.2 trillion nuclear modernization plan, starting with the

elimination of the new low-yield nuclear warhead and the new nuclear cruise mis-
sile (officially called the Long-Range Standoff Weapon).

The table below outlines the full list of savings proposed in the task force report.
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LIST oF OPTIONS FOR REDUCING SPENDING

Force Structure and Weapons Procurement Reductions 10-Year Savings Est.
Army Reductions and Restructuring $160 Billion
Marine Corps Reductions and Restructuring $60 Billion
Reduce U.5. Navy Personnel and Weapons Procurement $193 Billion
Reduce U.S. Air Force Personnel and Aircraft Procurement $100.5 Billion
Reduce Peacetime Troop Deployments Overseas $17 Billion
End Endless Wars/Phase Out OCO $320 Billion

Overhead and Efficiencies
Reduce O&M Spending on Service Contracts $262.5 Billion
Replace Some Military Personnel with Civilians $16.7 Billion
Close Unnecessary Military Bases $20 Billion

Nuclear Weapons, Missile Defense, and Space

Eliminate the New Nuclear Cruise Missile $13.3 Billion
Cancel the New ICBM $30 Billion
Cancel the Space Force $10 Billion
Cancel Ground-Based Midcourse Defense System $20 Billion

Cancel New Nuclear Warheads and Rollback Modernization $15 Billion
Include Nuclear Weapons Complex in a BRAC Round $10 Billion
Total Savings: $1,251 Billion

* Force structure cuts include reductions in equipment purchases such as downsizing the
proposed F-35 fleet, reducing the Nawy's aircraft carrier force from 11 to 9, and canceling
the Littoral Combat Ship (LCS).
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ABOUT THE CENTER FOR INTERNATIONAL PoLicy

The Center for International Policy (CIP) is an independent nonprofit center for research,
public education and advocacy on U.S. foreign policy. CIP works to make a peaceful, just
and sustainable world the central pursuit of U.S. foreign policy. CIP was founded in 1975
in the wake of the Vietnam War by former diplomats and peace activists who sought to
reorient U.S. foreign policy to advance international cooperation as the primary vehicle
for solving global challenges and promoting human rights. Today, we bring diverse voices
to bear on key foreign policy decisions and make the evidence-based case for why and
how the United States must redefine the concept of national security in the 21st century.

ABOUT THE SUSTAINABLE DEFENSE TASK FORCE

CIP convened the Sustainable Defense Task Force (SDTF) in November 2018 to craft a
10-year defense budget and strategy document that could demonstrate a way to rein in
runaway Pentagon and nuclear spending and encourage informed debate in Congress,
the media, and among citizens’ organizations to advance a common-sense approach for
protecting the United States and its allies more effectively at a lower budgetary cost.

Given historically high levels of Pentagon spending and the unprecedented level of U.S.
debt, this effort is of particular value in the context of debates in the new Congress that
took office in January 2019, and as a touchstone for debates over Pentagon spending and
military strategy during the run-up to the 2020 presidential election.

In recent years debates over Pentagon spending have focused primarily on wasteful
spending, specific weapons systems, or the need for more fiscal discipline. These discus-
sions are important but can be far more illuminating when they are backed up by a solid,
evidence-based analysis of how to keep America and its allies safe without overspending
on defense. This is the mission of the SDTF,

The original Sustainable Defense Task Force was requested by Rep. Barney Frank in 2010
for use as a tool in debates over how to cut the deficit and was instrumental in ensuring
that the Pentagon budget was subjected to caps as part of the 2011 Budget Control Act.
Those efforts were a key factor in achieving a cumulative reduction of between $200 and
$300 billion in spending relative to Pentagon projections over a five-year period.

The new SDTF is a bipartisan group of experts from academia, think tanks, government,
and retired members of the military. The co-Directors are William Hartung, Director, Arms
& Security Project of CIP and Ben Freeman, Director, Foreign Influence Transparency Ini-
tiative at CIP, working in conjunction with CIP Senior Associate Carl Conetta, who served
as a consultant to the project.
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PART ONE: STRATEGIC ENVIRONMENT AND
ELEMENTS OF A NEW STRATEGY

INTRODUCTION

This report will demonstrate that an alternative defense strategy that avoids unneces-
sary and counterproductive wars, reduces the U.S. global military footprint, takes a more
realistic view of the primary security challenges facing the United States and its allies, and
reduces waste and inefficiency could save more than $1 trillion in projected spending
over the next decade, while providing a greater measure of security.’

Contrary to recent assertions by advocates of higher Pentagon spending, America can

be made safer for far less money. The United States has made enormous investments in
security in the past two decades. At $716 billion per year, current spending on the Pen-
tagon and related agencies is well above the post-World War Il average, and only slightly
less than the levels reached in 2010, when the United States still deployed nearly 180,000
troops in Iraq and Afghanistan.” Yet, the Pentagon's current plan budgets $7.6 trillion for
national defense over the next ten years.®

Any future investment in defense has to be both strategically wise and fiscally sustain-
able. In many ways, the United States has overpaid for security in this century, and in
some ways, this spending has been counterproductive. A more realistic, effective defense
strategy would not only provide greater security - a more appropriate level of defense
spending would also be more sustainable by a number of measures.

Fiscally, scaling back Pentagon spending to fit a more realistic strategy will slow the
growth of U5, government debt, which is expected to increase by mare than $10 trillion
over the next decade.* At this rate, the interest on the debt alone will exceed Pentagon
spending itself and becorne one of the largest categories of spending in the federal bud-
get, The increased interest spending to fund the debt risks crowding out other public
investments that could meet urgent needs and strengthen the U.S. economy.

A sustainable security policy would also reduce the relentless pressure on our armed
forces inflicted by the non-stop wars of this century, which have cost trillions of dollars,
resulted in the deaths of thousands of troops, and left hundreds of thousands of vet-
erans with serious disabilities. Recruiting and maintaining a capable, well-trained force
depends in part on using it only for essential security tasks, not nation-building and wars
of choice, which have had major negative consequences without providing corresponding
security benefits. A sustainable force would match resources to the revised set of mis-
sions our armed forces are being asked to perform, saving substantial sums in the pro-
cess.

A sustainable approach to defense would also scale back the U.S. military footprint, which
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includes hundreds of overseas bases, multiple wars, and engagement in military activities
in well over 100 countries per year.® This global presence too often causes more prob-
lems than it solves by provoking terrorist blowback and putting the United States at risk
of being drawn into unnecessary conflicts.

This report's recommendations are in sharp contrast to the National Defense Strategy
announced by the Pentagon in January 2018 and the companion evaluation of that strat-
egy provided by National Defense Strategy Commission (NDSC), which has declared that
“[t]he security and well-being of the United States are at greater risk than at any time in
decades.” The commission's report and the National Defense Strategy that it evaluates
exaggerate the challenges posed by major powers while ignoring severe threats that
cannot be addressed by the Pentagon.” Both documents set the wrong priorities, and, as
a result, propose the wrong tools to achieve a lasting and stable security for the United
States. They are exercises in threat inflation that would send U.S. national security policy
down a dangerous and counterproductive path and lessen, rather than enhance, our se-
curity. The findings of the NDSC underscore the need for an independent look at the U.S.
National Defense Strategy.

The following sections examine the current strategic environment and flesh out the im-
plications of a new, realistic strategic approach, and an assessment of cost savings that
could be generated by a change in strategy and force structure, and by the introduction
of greater efficiencies in the Pentagon's operations.

OVERRELIANCE ON THE MILITARY INSTRUMENT

Military strategy is just one element of national security strategy. National strategy as-
sesses the vital interests of the United States, the country’s role in the world, and the
major challenges to national well-being and safety facing the United States, providing the
resources needed to address them, and setting priorities among competing demands. As
discussed later in this chapter, many of these challenges - from climate change, to eco-
nomic inequality, to epidemics of disease - are not military in nature.

The challenges to national security are broader than purely military issues and the mil-
itary is just one of the many tools used to carry out that strategy. Over the past twenty
years or more, the United States has leaned too heavily on the military tool, engaging
the country in costly global deployments and an endless series of military interventions,
large and small. Instead of contributing to American security, the militarization of U.S.
foreign policy has seriously compromised our safety. It has often failed, as in Irag and
Afghanistan, thereby reducing the credibility of U.5. military capabilities. Overreliance on
force has also weakened the capacity of American diplomacy to resolve issues and nego-
tiate solutions to international crises. Most important, global basing and operations have
inspired the growth of the very things the U.S. military is attempting to prevent: a global
rebalancing to counter U.S. military power and a rise in terrorist activities,
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The 2018 National Defense Strategy deals almost exclusively with military challenges.

It proposes a shift away from a primary focus on terrorism and instability in the great-
er Middle East to a concern with great power rivalry. However, despite this rhetorical
change, a world-spanning military campaign against terrorism remains the main opera-
tional approach of the U.S. military.

The focus on great power rivalry is simply stitched on to current priorities and endless
combat, at greater risk and greater expense.

One of the core weaknesses of the current national security strategy is that it relies dis-
proportionately on the Department of Defense to address all threats, It fails to recognize
that the major national security challenges the United States faces are not predominantly
military. Climate change, economic inequality, and global health challenges clearly pose
serious risks to U.S. security, Cyber defense, espionage, and influence operations are also
serious challenges. The military is ill-suited to address these challenges.

Itis not enough to argue, as the National Defense Strategy does, that these issues can

be addressed through “the seamless integration of multiple elements of national power
- diplomacy, information, economics, finance, intelligence, law enforcerment, and mili-
tary.”® If funding priorities are still military-centric, such integration will never happen.®
Currently, the military receives more funding than the rest of these elements of national
power combined, including over a dozen times as much as the Department of State.'"Yet
the National Defense Strategy Commission’s only concrete funding recommendation is
to increase spending on the Pentagon and the nuclear weapons complex at the Depart-
ment of Energy by 3% to 5% above inflation for at least the next five years. This could lead
to national defense budgets well over a trillion dollars within the next decade, up from
roughly $700 billion currently.” In this scenario, the funding needed to address critical
non-military challenges would necessarily lag far behind the required amount.

The result of such a bias in the national security toolkit is that the military is rapidly be-
coming the policy instrument of choice, even for tasks for which it is inappropriate, such
as border security, humanitarian assistance, and even diplomacy. Security assistance
programs, historically overseen by the State Department, are now increasingly budgeted
and executed directly through the defense budget, with minimal diplomatic oversight.
This swells the defense budget, as the U.S. military is distributed to every corner of the
globe.™?

Overall, the strategy of global military preeminence and intervention pursued over the
past 20 years has been counterproductive, and has starved other crucial security tools
like diplomacy and foreign assistance, It has provoked the expansion and dispersal of ter-
rorist groups, stimulated global power rebalancing, and threatened important programs
that could stimulate growth and equal opportunity at home. It is time for a change.
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OVERVIEW OF THE CURRENT STRATEGIC ENVIRONMENT

The National Defense Strategy focuses on three categories of major challenges: great
power competition, as embodied by Russia and China; the regional risks posed by Iran
and North Korea; and global terrorism, We will address these in turn,

THE CHALLENGE OF RUSSIA AND CHINA

The rise of China and the resurgence of Russia have created a perception that America's
military capabilities are deficient, The NDSC has sounded the great-power alarm, namely
that “[t]he U.S. military could suffer unacceptably high casualties and loss of major capital
assets in its next conflict. It might struggle to win, or perhaps lose, a war against China or
Russia."™ But a closer inspection suggests that this is not the case.

Thankfully, the NDSC's assessment of the threats posed by Russia and China - and their
military capabilities relative to the United States - are overstated. While it is true that
both nations have been asserting their military power more forcefully over the past
decade, from Syria and the Ukraine to the South China Sea, they still lag well behind the
United States. Equally significant, each nation has limited military objectives, If these
relationships are handled carefully, without provocative buildups or overheated rhetoric,
tensions can be reduced and conflict can be avoided. In addition, a new nuclear strategy
(outlined below) and a more restrained approach to overseas intervention can help stave
off a destructive and expensive arms race among the three great powers. A war involv-
ing two major nuclear powers would pose unacceptable risks, and every effort must be
made to avoid one. A military-driven approach to Russia and China that ignores areas of
potential cooperation, from anti-terror efforts to curbing arms proliferation to addressing
climate change, is bound to fail.

This is not to say that Russia and China do not pose challenges to U.S. interests. But it is
important not to overstate them, and to avoid an escalation of tensions that could spur
an arms race or worse,

The military capacities of these states do not nearly equal those of America and its allies.
The gaps in spending between the United States, Russia and China have narrowed during
this decade, Still, spending by the U.S. and its closest allies outstrips Russian and Chinese
spending by a 3 to 1 ratio.’® And U.S. European allies alone outspend Russia 3to 1, and
have economies that together are ten times the size of Russia's, indicating ample capaci-
ty to build up further if needed.'® But funding is not the only measure of relative military
capabilities or goals,

First and foremost, the balance of defense budgets or relative defense capabilities are
only important relative to the fundamental framework of relations among the countries
of concern, During the Cold War, this framework was an existential contest - a duel to
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the death - between expansive “blocs” characterized by mutually-exclusive visions and
programs for organizing political, economic, and social life worldwide. These were not
insular states but crusading ones, and their global contest was highly militarized from the
start. Nothing like this exists today. It might in the future, which is a good reason to retain
capacities for force reconstitution, and also a good reason to carefully manage relations
with these states.

Other factors relevant to force comparisons include which contestant is more efficient in
using resources, more experienced, better trained, and better led. Also important is the
relative quality of contestants’ “human capital” (military personnel), including their health,
education, motivation, and focus, Are the armed forces professional or conscript? How
well do the two sides utilize technology? How well do they integrate various services and
arms to fight as a team? Regarding all these factors, the United States enjoys distinct ad-
vantages. Defense expert Dr. Eugene Gholz sumrnarizes U.S. advantages as follows:

“U.S. military power outstrips all other countries’ by a wide margin. The lead is built on
many factors, including a tremendous stock of advanced military equipment (not just
weapon systems) purchased with many years of high defense procurement budgets,
decades of sustained annual investment in military innovation that outstrips most other
countries' entire defense budgets, learning from combat experience and realistic military
exercises, and a national commitment of high-quality human capital in the all-volunteer
force and in the defense industry.””

The United States, Russia, and China also differ in their modernization potential. Russia
has little economic capacity to seriously compete with the United States, now or ever. The
Russian economy is currently one-tenth the size of the U.S. economy.'® Also, although
portions of its armed forces are in much better shape than during the 2008 Russo-Geor-
gian War, it continues to struggle to bring the rest up to par. Exacerbating these issues, its
once formidable defense industrial base remains in disrepair.’®

China, by contrast, is in a position to eventually rival American military power. However,
as Stephen Biddle and lvan Oelrich have noted, “The chief reason for concern lies not in
China's current arsenal, but in the trajectory of technical and acquisition trends whose
maturation could take decades or even generations."®

In addition, the posture and disposition of U.S., Russian, and Chinese armed forces are
quite different, and this affects or shapes their relative capacities. Both the Russian and
(especially) Chinese military are less technologically advanced than the United States’.

In addition, unit-for-unit, they are less well equipped. Also, both countries are more in-
vested in ground forces than are the United States and its allies. And these Chinese and
Russian ground forces are burdened by internal security missions and the need to secure
long borders. One analyst has noted that over half of China's military budget is devoted
to internal security and border defense.?’

Conversely, Russia and China enjoy the advantage of their proximity to focal areas of con-
cern: Eastern Europe and the South and East China Seas, respectively. Yet this proximity
also generates challenges. Europe has a potential for self-defense that could overwhelm
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any Russian aggression, America's European NATO allies, taken as a group, spend over
three times what Russia does on its military, and have the capacity to spend considerably
more if needed.” Likewise, any major conflict in the seas abutting China would entail
destructive and disruptive consequences for China that would render any Chinese victory
pyrrhic.

The economic challenge posed by China may be more important than any military threat.
The Chinese economy is expected to be larger than that of the United States within the
next decade, a position that will allow it to project greater military, economic, and diplo-
matic power should it choose to do so0.” The country’s rapid growth rate and its assertive
international investment strategy, embodied in the Belt and Road economic initiative and
the formation of the Chinese-led Asian Infrastructure Investment Bank, which now has
97 member nations, are in stark contrast to the military-first approach that characterizes
current U.S. strategy.® The Belt and Road initiative has faced serious challenges recently,
but it remains a symbol of China’s emphasis on economic over military competition on
the global stage.

Nowhere is the contrast between the U.S, and Chinese approach clearer than in Africa,
where China has been making deals that involve building local infrastructure in exchange
for preferred access to key resources, even as it moves into funding manufacturing and
services.” Meanwhile, the United States has focused on arming, training, and equipping
the majority of militaries on the continent for the fight against terrorism. In essence, the
United States and China aren't even playing the same game when it comes to exerting
influence in Africa and beyond, and America's overly militarized approach has had mixed
results at best, at immense cost to U.5. taxpayers.”’

This is not to suggest that China's economic strategy doesn't pose serious challenges,
both for China itself and for the world economy and environment. Debt driven expansion
at home and abroad have exposed vulnerabilities in the Chinese model, and there have
been criticisms of the labor and environmental impacts of major Chinese infrastructure
projects in Africa.”®

Simultaneously, China's ability to devote greater resources to military purposes will have
to compete with the need to foster internal stability by meeting the needs and aspirations
of its own population. Michael Beckley of Harvard University's Belfer Center has outlined
one key element of China's internal development challenge:

“China is about to experience the most rapid aging crisis in human history, with the ratio
of workers-to-retirees shrinking from 8-to-1 today to 2-to-1 by 2040.. By that point, China
will have $10 trillion to $100 trillion in unfunded pension liabilities. Add to this pension
shortfall the rising medical costs associated with having one of the oldest societies on
the planet . . . and it becomes clear that China would do well to maintain current levels of
military spending, let alone increase them,"

The best outcome for U.S.-Chinese relations would be a cooperative approach that in-
cludes creating mutual incentives to address climate change, improve labor conditions,
and promote sustainable growth. Doing so will pose major challenges, but that's all the
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more reason to devote time, attention, and resources to the problem rather than squan-
der scarce funds on military confrontation or a crushingly expensive arms race.

REGIONAL CHALLENGES

The strategic approach to regional challenges like the potential development of nuclear
weapons by Iran and North Korea that is outlined in current strategy documents devalues
diplomacy in favor of preparation for and threats of military conflict. The predominance
of military options in U.S. strategy comes even as the Trump administration has violated
and discarded the Iran nuclear deal, which was working to curb that nation’s nuclear am-
bitions at minimal cost to the United States and its allies,® Diplomatic negotiations with
North Korea, however challenging, are a far preferable option to war, which could not

be won without catastrophic numbers of casualties in South Korea and the possibility of
nuclear strikes against U.5. allies in East Asia.®

North Korea is extremely unlikely to attack the United States with a nuclear weapon given
that it would unquestionably see its own society completely destroyed in return. Such an
attack would only occur via miscalculation or if North Korean leader Kim Jong Un per-
ceived an imminent attack that put himself and his regime at risk of annihilation. Hence
the need for communication, and the imperative to refrain from saber-rattling. Former
Secretary of Defense William Perry has underscored these points, noting that North Ko-
rea's nuclear capacity “does not mean they are intending to initiate a nuclear war."*? Perry
went on to say that there are real risks, but that they are not posed by the danger of an
intentional attack on the United States by North Korea:

“North Korea is bombastic and warmongering in its rhetoric, and often ruthless in in its
tactics. But the regime is not irrational. Its leaders seek survival, not martyrdom, But as
long as they possess these weapons in a region infused with intense and long-standing
conflicts, the risk of blundering into a nuclear catastrophe through miscalculation or
brinkmanship gone awry is unacceptably high,"

With respect to Iran, the Trump administration’s greatest strategic error to date was walk-
ing away from the Iran nuclear deal, formally known as the Joint Comprehensive Program
of Action (JCPOA). Not only was the agreement effective in preventing Iran from obtaining
a nuclear weapon or advancing its capabilities for doing so, but it was a prime example

of the kind of effective multilateral diplomacy that will be needed to address other global

problems, from issues of the environment to war and peace.

Placing the United States, the United Kingdom, France, Germany, Russia, China and rep-
resentatives of the European Union on the same page with the Iranian government was
a major achievement that could have paved the way for a more balanced U.S. approach
to the region, in which negotiations with Iran on other issues might have been possible.
Instead, the Trump administration has threatened to seek regime change in Iran while
doubling down on a counterproductive, destabilizing relationship with Saudi Arabia, as
evidenced most clearly by U.5. support for the Saudi/UAE-led coalition's brutal war in
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Yemen that has fueled the resurgence of al-Qaeda in the Arabian Peninsula (AQAP).*
Despite the setbacks and disruption caused by the Trump Administration, the best way
forward is to adopt a balanced approach that acknowledges Tehran's interests, and that
renounces the use of force to resolve differences between the U.5. and Iran, or among
Iran and its regional rivals, Saudi Arabia and Israel. Military action against Iran would be
destabilizing, and would likely drive Tehran to revive its nuclear weapons program while
increasing the prospects of greater conflict throughout an already war-torn region. As Ali
Vaez, an Iran expert at the International Crisis Group, has pointed out, a full-scale mili-
tary intervention in Iran would "make the Afghan and Iraqi conflicts look like a walk in the
park."*

Following the regional strategy outlined above would allow for a substantial reduction in
the large forward military presence that the United States currently maintains in each of
these potential zones of conflict, reducing the overall size of the U.S. military.

COUNTERTERRORISM

The recent major U.S. interventions - in Afghanistan and Irag - have both been justified
in part or in full by the fight against terrorism. In Afghanistan, counter-terrorism was the
rationale from the outset, starting with an effort to dislodge al-Qaeda and continuing with
an eighteen-year long attempt to defeat the Taliban. In Iraq, a conflict originally (falsely)
justified as necessary to reverse that nation’s alleged possession of weapons of mass
destruction morphed into a campaign against Al-Qaeda in Irag, which in turn led to the
creation of 1SIS. Major counter-terrorism efforts are also underway in Syria, Somalia, Mali,
Yemen, Libya, the Philippines and scores of other places around the world. An analysis
by Brown University's Costs of War Project has found that the United States is carrying
out counterterror operations in at least 80 locations, including counter-terrorism training
in 65 locations, military exercises in 26 countries, troops in combat in 14 countries, and
drone strikes in seven countries.®®

The U.5. decision to launch a ‘global war on terror following the September 11th attacks
has come at tremendous cost. The Brown Costs of War Project puts the full price tag of
America's post-9/11 wars and anti-terror efforts at $5.9 trillion and counting, including
the direct costs of the wars, related increases in the Pentagon's base budget, homeland
security, defense-related interest on the national debt, and the responsibility of providing
care for the veterans of these conflicts.”’

The budgetary costs are just part of the story. The conflicts have taken the lives of over
6,900 U.S. soldiers, and left hundreds of thousands more with serious disabilities, rang-
ing from severe physical wounds to Post-Traumatic Stress Syndrome (PTSD} to Traumatic
Brain Injuries (TBI).** The costs to all parties involved in the wars have been even higher,
with over 480,000 deaths on all sides, including at least 244,000 civilians.®

Despite these immense human and budgetary costs, the effectiveness of global counter-
terror operations in stemming terror attacks or eliminating terrorist organizations has
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been mixed at best. Tactical victories like the initial success in pushing al-Qaeda out of
Afghanistan and the hard won territorial gains against ISIS in Iraq and Syria have not pre-
vented the proliferation of new terrorist organizations around the world, accompanied
by deadly attacks in major conflict zones.*” To make matters worse, the widespread U.S.
military presence has not only made U.5. troops targets of terror attacks, but it has also
served as a tool for terror groups who have exploited opposition to U.S. intervention to
recruit new members.

There has been a substantial decline in terrorist attacks on U.S. soil since 9/11, butitis
largely due to domestic security measures, not overseas troop deployments.®' As an anal-
ysis by the New America Foundation has noted, “[flar from being foreign infiltrators, the
large majority of jihadist terrorists in the United States have been American citizens or
legal residents.” In fact, as of 2017 New America determined that “foreign terrorist orga-
nizations . . . have not directed and carried out a successful deadly attack in the country
[the U.5.] since 9/11." Rather, “the most likely threat continues to be lone individuals or
pairs inspired by jihadist ideology."*

Efforts to train and equip allied militaries to fight terrorism have not fared well. The most
notable example is the Iragi military, which, despite $25 billion in arms and training from
the United States, dissolved in the face of a 2014 invasion of northern Iraq by 1SIS forc-
es.* Less spectacular examples abound. For example, in Africa, where the United States
has deployed roughly 6,000 troops and conducts up to 3,500 exercises, programs and
engagements each year, the number of terrorist organizations has grown dramatically
since 2001.% As the independent journalist Nick Turse has noted, this phenomenon is
particularly evident in West Africa:

“[Tlhe entire region, relatively free of transnational terror threats in 2001, is now beset
by a host of militant groups. They include, according to the Defense Department’s Afri-
ca Center for Strategic Studies, the local branch of Al-Qaeda in the Islamic Maghreb, Al
Mourabitoun, Ansar Dine, and the Macina Liberation Front, which all operate under the
mantle of Jama-at Nusrat al-Islam wal-Muslimin, as well as Boko Haram, the Movement
for Unity and Jihad in West Africa, Ansaroul Islam, and the Islamic State in West Africa.™*

With respect to U.S. efforts in Niger, which received considerable attention after four U.S.
soldiers were killed in a counter-terror mission there in October 2017, Michael Shurkin
of the RAND Corporation has said that “Everything we've done certainly hasn't amount-
ed to much because everything is getting worse. None of it is really effective.” Shurkin is
similarly skeptical of the U.S. military’s counterterror advising and training beyond Niger:
"Simply throwing money at the existing programs strikes me as a really bad idea . . . At
the very least, we're going to waste a lot of money. And we can definitely make things
worse,"?

The militarization of U.S. Africa policy has come at the expense of opportunities for co-
operation on the larger problems plaguing the continent by ignoring what Salih Booker
and Ari Rickman of the Center for International Policy have described as “the real killers
- namely, poverty and corruption” - both of which have created fertile ground for the
development of terrorist organizations.*

Sustainable Defense Task Force Center For International Policy 17



89

June, 2019

The failure of U.5. global military operations to effectively address the terrorist challenge
suggests that a new approach is urgently needed. A less militarized approach that fo-
cuses on law enforcement, intelligence sharing, homeland security, and select efforts to
address the underlying drivers of terrorism, such as poverty and corruption, offers bet-
ter prospects for success. It would also have the distinct advantage of not worsening the
problem it is intended to solve.

NUCLEAR STRATEGY

U.S. nuclear strategy needs a thorough revamping, moving towards a posture of suffi-
ciency - a large enough arsenal to deter attacks on the United States and its allies, but no
larger.*? Such an approach would allow for a sharp cut in strategic warheads and a corre-
sponding cut in the numbers of nuclear delivery vehicles. It would also enable the elimi-
nation of the land-based portion of the nuclear triad - Intercontinental Ballistic Missiles
(ICBMs) - which poses risks of accidental or rash resort to nuclear weapons due to the
extremely short time frame in which they would need to be launched on fear of attack,
and the ease of targeting them given their fixed locations.”

Unfortunately, U.5. nuclear policy is headed in the wrong direction. The Trump adminis-
tration's abandonment of the Iran nuclear agreement and the Intermediate Nuclear Forc-
es (INF) Treaty have undercut nuclear-nonproliferation and could spur the deployment of
destabilizing intermediate range missiles in Europe and Asia. The distinct possibility that
the Trump administration will not extend the New Strategic Arms Treaty (New START),
combined with its promotion of new, low-yield nuclear weapons, could accelerate a bud-
ding nuclear arms race even as it increases the risk of a nuclear war,

New START expires in 2021 but can be extended for five years at any time prior to that
date by mutual agreement of Washington and Moscow. A letter from 24 senators to
President Trump - organized by Sen, Chris Van Hollen (D-MD) - underscored the crucial
importance of the treaty, noting that it is “in the vital national security interests of the
United States” and that letting it expire would risk “unraveling a broader arms control
regime that has helped uphold stable deterrence and curb a costly, destabilizing arms
race for half a century.”' Recent statements by the Trump administration that it will seek
new arms control agreements with Russia and China before considering the extension of
New START bear watching, but arms control experts fear that they may be a “poison pill”
designed to scuttle the existing treaty rather than a serious commitment to nuclear arms
reductions.® Extending New START first, and then pursuing talks with Russia and China
would be a far better approach.®
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NEW STRATEGIC CHALLENGES

As noted above, the National Defense Strategy ignores major challenges to U.S. and glob-
al security, This section will address two of them: economic concerns and climate change.

ECONOMIC STRENGTH

Several realities prompt U.5. economic concerns: the long-term reduction in the econo-
my’s growth rate, the slowed improvement in U.S. labor productivity, growing inequality,
America's declining share of the world economic pie, and the dire need to reinvest in the
nation's infrastructure. Exacerbating all these issues is the renewed, sharp climb in the
federal deficit and national debt. The former will soon surpass %1 trillion per year; the
latter will equal 100% of the nation’s GDP within the next decade.”

The way in which excessive debt can intensify budget dilemmas is clear. Within five years,
the interest paid annually on the national debt (presently $400 billion) will grow to exceed
what the nation spends on national defense.”

Economic strength and resilience form an essential foundation for military power and
global influence. As such, all of the above-mentioned trends prompt notable security con-
cerns,

CLIMATE CHANGE

Turning to the challenge posed by climate change, rising temperatures and sea levels,
extreme weather, and desertification will increase the frequency and intensity of natural
disasters worldwide, exacerbate water and food insecurity, and increase the scope of
health crises.® Public health impacts include not only increased heat stress, but also high-
er propagation of climate-sensitive diseases, such as meningitis, malaria, dengue fever,
West Nile virus, and diarrheal diseases.** Negative economic effects will also be severe,
potentially reducing average global income by nearly one-quarter during this century.®®

The deleterious effects of climate change will distribute unequally across regions, among
countries, and within them, contributing to intra- and interstate tensions. In the Global
South, climate change will subtract substantially from economic development, sapping
the prospects for poverty reduction while potentially overwhelming already fragile state
structures, Of course, developed economies will suffer significantly as well. According

to the U.S, government's latest climate assessment, "Annual losses in some economic
sectors are projected to reach hundreds of billions of dollars by the end of the century —
more than the current gross domestic product (GDP) of many US states."*
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In addition to the immediate economic impact of climate change will be social disloca-
tion and increased conflict potentials, Intensified competition over available water, food,
and arable land will drive these issues further. Senior U.S. military officials and climate
experts have estimated that tens of millions of people could be displaced by climate
change in the next decade alone, dwarfing the number of refugees generated by the war
in Syria, for example.*” This too will increase conflict potentials. Indeed, the combination
of extreme environmental conditions, resource scarcity, mass population movements,
and weak and over-burdened governments may produce a perfect storm of communal
violence, extremism, and interstate war,

As the world's largest institutional user of petroleum, and correspondingly, the single
largest producer of greenhouse gases in the world, the Pentagon is a significant part of
the problem.®

The U.5. military has an opportunity to reduce the risks associated with climate change —
and thus its associated security threats — by reducing their role in creating greenhouse
gas emissions, If the U.S. military were to decrease its greenhouse gas emissions, it would
make the dire national security climate change related threats it predicts less likely.*

The need to address climate change is urgent and undeniable. Options for mitigating
global warming and adapting to its effects are well developed and widely known.”™ The
problem we face is one of will and resource allocation. Bringing climate change within
minimally acceptable parameters will require the expenditure of at least one percent

of GDP annually for several decades. According to one study, U.S, federal and private
spending on mitigating climate change today falls short by $34 billion per annum, and the
requirement for building climate resiliency into our infrastructure is much greater.”

ELEMENTS OF A NEW STRATEGY

An alternative strategy for the United States requires a fresh approach, one that takes

into account accelerating changes and challenges in the global environment and makes a
balanced assessment of the tools needed to address these elements.

A new strategy must be much more restrained than the military-led approach adopted
throughout this century, replacing a policy of perpetual war with one that uses military
force only as a last resort, when vital security interests are at stake, A new approach
should rely on diplomacy, economic cooperation, and other non-ilitary efforts as the
primary tools for addressing security challenges. As Lyle Goldstein has noted in the con-
text of discussing the U.S.-China competition, there are two broad paths available for U.S.
security policy going forward:
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“[Tlhe United States faces certain stark choices. It can either seek to preserve the status
quo of American global hegemony—necessitating a massive arms buildup and requir-
ing more active and risky ‘brinkmanship’ to hold rising powers firmly in check. Or it can
assume the much more rational and practical vision of its original founders: preserving
first and foremost its own security and the liberties of its citizens, adopting a demean-
or that is slow to anger, and steadfastly refusing to ‘go abroad in search of monsters to
slay.”
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The first element of a new strategy must be a recognition that the U.S. homeland is rela-
tively safe by historical standards, from conventional attack by any major power and from
the risk of attacks from terrorist organizations based outside of the United States, While
another major international terrorist attack on the United States remains possible, the
nation is much better prepared today, while even elementary safeguards were missing 18
years ago. At any rate, large scale military action abroad is not a remedy, but more likely a
stimulant of such threats. Domestic terrorism is not primarily an international threat and
the policy solution does not demand military force expansion, while nuclear threats can
be thwarted by a deterrence-only strategy and force posture,

Second, the major thrust of defense policy for the last 18 years - counterinsurgency ef-
forts, nation building, preventive wars like those undertaken in Iraq and Afghanistan, and
global terrorist-chasing - has done more harm than good, in some cases disastrously so.
These policies have entangled the United States in conflicts that could have been avoid-
ed, destroyed regional security in the Middle East, and encouraged the growth of terror-
ist organizations around the globe. Abandoning such policies could lead to concomitant
reductions in the size and geographic reach of the U.S. military while promoting greater
security.

Third, an alternative national security policy needs to recognize that Russia does not pose
a conventional threat to the United States, nor does China. Neither country has conven-
tional military power that can compete with the United States. Moreover, both nations’
security policies are primarily focused on maintaining and enhancing military power in or
near their borders, or in areas where they have had historic influence.

While it is true that Russian and Chinese military activism has sporadically impinged on
U.5. concerns - in the Ukraine, Syria, and the South China Sea, for instance - neither
country is attempting a fundamental global military challenge to the United States, nor
can they. Neither state has anywhere near the ability to match the far-reaching military
power of the United States, which has the only truly global military force. Moreover, the
competition between the three major powers is concentrated in the economic arena, par-
ticularly with China; and in the battle for diplomatic influence.

U.S. policy needs to rely on relations with regional allies, allowing a reduction in global
U.S. troop deployments, especially ground troops, and smaller reductions in the Air Force
and Navy. Alliance burdens should be borne by each member proportionate to their na-
tional resources and to the security benefits they derive from the alliance. A rebalancing
of alliance commitments is long overdue. In addition to relying more heavily on allies, the
U.S. should be able to surge its forces in the event of a military crisis in Western Europe
or East Asia rather than maintaining large forward deployments. The notion that the
United States needs to be prepared to fight two major regional wars, with active combat
in one and deterrence in the second, should be discarded as a guide to military force
structure,

Fourth, as suggested above, U.S. nuclear planning and strategy also need a careful over-
haul, Additional nuclear forces are not the answer either to the risks of proliferation or to
maintaining deterrence with existing nuclear powers, Proliferation of nuclear weapons to
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Iran and North Korea are primarily a diplomatic problem; the United States retains am-
ple nuclear deterrence in both cases. Abandoning the Iran nuclear agreement decreased
LS. security, without making any progress in preventing proliferation. The agreement
had capped and rolled back Iran's capacity to develop nuclear weapons. Negotiations
with North Korea, however challenging, are preferable to a war on the Korean peninsu-
la, which would be devastating to U.5. allies in South Korea and Japan and could expose
them to nuclear attack. Diplomacy needs time to work, even with fits and starts.

Overall U.5. nuclear strategy should move towards a posture of sufficiency - a large
enough arsenal to deter attacks on the United States and its allies. No additional capabil-
ity is needed. As noted above, restraint in nuclear planning would allow for a reduction
to 1,100 total warheads from a stockpile that currently stands at roughly 4,000, It would
include the elimination of the land-based portion of the nuclear triad - Intercontinental
Ballistic Missiles (ICBMs) - which pose risks of accidental or rash resort to nuclear weap-
ons due to the extremely short time frame in which they would need to be launched on
fear of attack.

Fifth, the most urgent challenges to U.S. security are non-military and the proper na-
tional security tools are different. These risks include climate change, which undermines
frontiers, leads to unpredictable extreme weather, and fosters uncontrollable migration;
cyber-attacks and cyber offensive operations, which devastate the credibility of the in-
ternet and pose challenges to infrastructure security; global disease epidemics, which
pose societal risks to all nations; and income and wealth gaps, which foster insecurity and
conflict. On the economic front, by 2050 the global constellation of economic power will
be as different from today’s as today’s is from 1920. This is among the most important
emerging realities facing the United States, as it concerns not just economic power but all
forms of national power and all aspects of national life.

Military force is not the most useful tool to confront the above-mentioned challenges,
but the devotion to allocate outsized resources to the military stands in the way of their
solution.

Last but not least, a new strategy should put as much or more emphasis on diplomatic
cooperation as it does on preparing for or engaging in military confrontation. Foremost,
the United States must retain ample capacity to defend itself, protect its citizens and
assets abroad, and meet its alliance commitments. However, there are additional global
security interests and goals shared in common by all members of the international com-
munity. The United States must partner with other nations in addressing challenges like
climate change, epidemics of disease, nuclear proliferation, and human rights and hu-
manitarian crises. None of these challenges are best dealt with by military force. Rather,
they will depend on building non-military capacities for diplomacy, economic assistance,
and scientific and cultural cooperation and exchange which have been allowed to lan-
guish in an era in which the military has been treated as the primary tool of U.S, security
policy.
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PART TwoO: THE DEFENSE BUDGET—PAST,
PRESENT, AND FUTURE

MISMATCH BETWEEN DEFENSE SPENDING TRENDS AND
THE WORKINGS OF THE DEFENSE ESTABLISHMENT

In November 2018, the National Defense Strategy Commission, chaired by former Am-
bassador Eric Edelman and Admiral (ret.) Gary Roughead, issued an alarmist report con-
tending that caps imposed by the Budget Control Act of 2011 (BCA) threatened unpredict-
able and lower defense spending. Ominously, the Commission contended that the United
States “could suffer unacceptably high casualties and loss of major capital assets in its
next conflict,” and might “struggle to win, or perhaps lose, a war against China or Russia”
if spending did not increase substantially.™

The Commission blamed BCA spending caps and the "threat of unpredictable and de-
layed funding” under continuing resolutions for jeopardizing the strategy.™ Although it
did not claim to be able to identify the resources needed to fulfill the strategy, the Com-
mission called for 3% to 5% annual increases above inflation over the next five years or
longer to “create and preserve U.S. military advantages in the years to come.'”

What the Commission’s report failed to mention is that this would quickly increase the
Pentagon's budget to more than a trillion dollars per year, which would be the highest
level of Pentagon spending since World War II. Needless to say, this budgetary suggestion
would be extraordinarily wasteful and, just as impartantly, is completely untethered from
the strategic environment that the United States currently faces.

Yet, calls for extraordinary budget increases without clear security justifications have
become the norm rather than the exception when it comes to the Pentagon. While it's a
common refrain that strategy should determine budgets, that is actually a rarity at DOD.
Theoretically, U.S. military strategy provides a rough guide to setting the Pentagon's prior-
ities and, ultimately, its budget. In fact, choices among individual programs and funding
levels are made during the Pentagon’s elaborate Planning, Programming and Budgeting
process, which develops and presents the President's request sent to Congress annually
in February {or March in 2019). Yet, this process depends on and locks horns with other
players, ranging from Members of Congress and other executive agencies like the State
Department, to defense industry giants and their lobbyists, to states and localities. Each
of these players has high-value stakes in the jobs tied to purchases of weapons systems
and RDT&E, as well as those created by bases, and in the pay and benefits for military
personnel (see sidebar on Pentagon spending and jobs at the end of this section). As all
these competing interests mold the Pentagon budget, connections between strategic pri-
orities and budget choices often become obscured, if not outright eliminated.
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This elaborate budget and planning process, coupled with intense lobbying as the de-
fense budget is considered by Congress, has caused considerable uncertainty in defense
spending over the past 70 years. This uncertainty has worsened in the past 18 years with
the demands created by the Afghan, Iraq, and Syrian wars, as well as shifts in strategic
emphasis from fighting insurgencies and terrorists to confronting China and Russia.
While the 2011 BCA required modest cuts to the historically high level of defense spend-
ing, it also offered a predictable path to which DOD could have adapted and planned

to follow. While there was nearly unanimous opposition to the BCA caps, were the cuts
proposed actually that extreme? In short, no.

In 2011, the BCA set spending limits for the fiscal years between 2012 and 2021, Under
the BCA's original spending caps for defense and non-defense—to be enforced by across-
the-board sequesters if limits are not met—defense spending was slated to fall by almost
14% in real terms between 2011 and 2014 and then grow by a little less than 1% for the
rest of the decade. This would have returned the Pentagon's base budget to what it was
just a few year’s prior, when the United States was waging wars in both Iraq and Afghani-
stan,

Given the BCA's modest decrease and predictability, one might have expected that
high-level military officials and generals, members of Congress and other policymakers,
and even lobbyists would have welcomed the smooth spending path created by the Act.
Instead, a bitter fight erupted from the very beginning with defense hawks and other poli-
cymakers complaining that the new limits would “decimate” defense readiness and mod-
ernization, and put the U.S, at the mercy of its adversaries.

While there is little doubt that most in the Pentagon would prefer more resources rather
than steady funding at lower levels, the wholesale condemnation of steady BCA caps fails
to acknowledge that the defense establishment would benefit substantially from predict-
able spending that would match its deliberate and slow-rmoving modernization and man-
power decisions with implementation taking place over decades.

As we document in this section, there is ample evidence that the BCA caps were neither
extreme nor actually adhered to, but still could provide guidance towards a much more
fiscally sustainable and predictable budgetary path in the future. Itis thus the recommen-
dation of this task force that, beginning in FY2020, defense spending returns to the level
of the BCA caps, with annual inflation adjustments in subsequent years. Compared to the
President’s plan, this task force's alternative would save taxpayers more than $1.2 trillion
dollars over the next ten years.

\WAR BUILDUPS AND DRAWDOWNS: PEAKS AND VALLEYS
IN DEFENSE SPENDING, 1948-2019

Since 1948, defense spending has been cyclical, with sharp increases before and during
the wars in Korea and Vietnam, the Reagan Cold-war buildup, and the long-lasting wars
in Afghanistan, Iraq, and Syria; and sharp decreases after hostilities diminished or deficit
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concerns decreased spending during the Reagan era (see Figure 1). While defense spend-
ing increased sharply with each war, it generally declined after each conflict by signifi-
cantly lesser amounts (see Figure 1). Both the President’s plan and the National Defense
Strategy Commission's suggestion would break this long-standing historical pattern, by
increasing Pentagon spending while winding down wars.

The drawdowns after each war have not been uniform, and in our current experience
with the Afghan, Irag, and Syrian wars, there has been only a minimal drawdown, fol-
lowed by a substantial increase under the Bipartisan Budget Act of 2018, or BBA (see Fig-
ure 2). While defense spending shot up over four-fold for the brief Korean War, post-war
spending fell by just 60%. This post-war defense spending at a substantially higher level
than before the war signaled the beginning of our era of permanently large defense forc-
es in response, at least initially, to the Communist threat that persisted from the 1950s
until the fall of the Soviet Union in 1991 (see Figure 2).

FIGURE 1: DoD ToTAL SPENDING FOR BASE, SUPPS, WARS, 1948-2019 N BiLLions oF 2019 $
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During the 15-year Vietnam War, spending grew by 60% in real terms, rising steadily with
troop levels, and peaking in 1968 with spending of $434 billion in 2019 dollars and U.S.
troop levels at 536,000.7 In the next several years, spending and troop levels declined
gradually by an average of 25% until the final U.S. withdrawal in 1975, again settling well
above the pre-war level,
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The height of the Reagan era defense buildup was in 1985, a 46% increase from before
the buildup. In response to rapid growth in deficits, the fall of the Soviet Union, and the
disappearance of the Communist threat, this buildup was reversed with a decline of 35%
by 1997.

FIGURE 2: BuiLbups anp Drawpowns, 1951-2019 IN PERCENT CHANGE
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For the wars launched after the 9/11 attacks first in Afghanistan, then Irag, and more re-
cently Syria, the pattern of large growth followed by lesser declines is more pronounced.
Total DOD spending almost doubled from $425 billion in FY2000 to $812 in FY2010, peak
levels in both war funding and base budget funding.” U.5. troop levels deployed for war
also peaked at 180,000in 2010.

After 18 years of war, U.S. troop levels in-country for the Afghan, Iraqgi, and Syrian wars
are projected to be about 22,000 in FY2020, according to the President’s Budget Re-
quest.”™ This is roughly one-ninth of the 2010 peak number of troops, while war spending
in FY2020 is projected to be nearly equivalent to what it was in 2010 - $165 billion com-
pared to $163 billion, respectively, in 2019 dollars. This discrepancy reflects not actual
war costs but a deliberate decision by the Administration to make nearly $100 billion in
base budget costs for peacetime support of the defense establishment part of the Over-
seas Contingency Operations (OCQ) account in order to avoid budget caps in effect in
2020,

SPENDING FOR EVERYDAY DEFENSE PROGRAMS AND AcC-
TIVITIES VS. WAR SPENDING, FY1976-FY2019

Reflecting the power of war as a rationalization of day-to-day defense spending, Figure
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3 shows that since 1976, base budget spending has risen and fallen with wars. Over the
past 30 years since the adoption of a volunteer force, defense spending has averaged
$529 billion in 2019 dollars, correcting for inflation. In the past decade, defense base
spending has substantially exceeded that average (see Figure 3).

FIGURE 3: Derense Spenping, FY1976-2019 in BiLLions oF 2019 $
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THE BUDGET CONTROL ACT: FROM 800 POUND GORILLA
TO PAPER TIGER

Enacted in 2011 after a long debate, the Budget Control Act was intended to be partofa
larger exercise to reduce both discretionary spending (enacted annually) and mandatory
spending for entitlement programs. The goal was to combat the rising federal deficit in
the short-term, and the burgeoning expenses in response to the retirement of the ba-
by-boom generation and ever-increasing medical spending in the long-term.

When the BCA's Joint Commission failed to deliver a plan, the BCA called for the setting

of spending caps on defense and non-defense spending—known as automatic sequester

caps—to limit spending to pre-set caps or risk across-the-board cuts to be applied equally
to all programs and activities, The across-the-board cuts are referred to as the sequester,

In 2012, the first year, Congress adopted spending limits compliant with the law.

The second year required a sequester that was implemented in March 2013 - modified
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by Congress to apply midway through the fiscal year. Under the sequester, all defense
resources were cut by just under 7% in nominal terms in 2013, and by modest amounts
in later years.

Despite the modest decreases in defense spending, it was greeted with an outcry from
many quarters, and continues to be cited as degrading defense readiness, and disas-
trously affecting ongoing programs. In 2013, for example, service chiefs argued that
readiness, retention and morale would be harmed, acquisition programs would be de-
layed, and weapons system buys would be cut delaying modernization, all of which could
jeopardize DOD's ability to "execute sustained successful major combat operations,” the
Army’s Chief of Staff, General Ray Odierno told Congress in 2013.7 This critique matches
comments by many defense officials and defense industry lobbyists and advocates that
characterized the spending limits in the BCA as disastrous.

Analysts without a vested interest in higher defense spending did not share these con-
cerns, For example, a GAQ report regarding the sequester cut of 7% in 2013 pointed out
that there was little indication of significant harm from the sequester—cancellation of
some training exercises and delays in some contracts.® Similarly, a CRS report found that
the DOD had considerable flexibility in implementing the sequester to protect readiness
and key programs.®!

Yet, critics cited the sequester threat as an 800-pound gorilla lurking in the shadows and
used this threat as justification to ensure that the BCA caps were never fully adhered

to after 2013, Alarmed by the 2013 sequester, Congress promptly revised the 2014 and
2015 caps by modest amounts to permit higher spending levels—an increase of $17.9
billion in 2014 and $9.2 billion in 2015. Then, still convinced that the DOD was suffering
grievously from lower future levels, Congress again raised caps for 2016 and 2017—%25.0
billion in 2016 and $15.0 billion in 2017, Finally, after a long, drawn-out battle over spend-
ing levels, Congress passed the Bipartisan Budget Act of 2018, which raised spending
from the original caps that were in effect by enormous amounts—3%80 billion, or a 14%
increase above the caps in 2018, and $85 billion, or 15.1% above the caps in 2019 (see
Figure 4 below).

\WAR SPENDING SUBSIDIZES THE BASE BUDGET

Raising the BCA caps isn't the only way Pentagon spending has remained high throughout
the BCA decade. In order to avoid the spending decreases in the original BCA sequester
caps, the Administration, the Pentagon, and Congress colluded to exploit a loophole in
budget law governing emergency or war spending. Designed to give budgetary flexibility
to meet natural and other disasters, current law does not count spending that is des-
ignated by the President and Congress as for “emergencies” or "Overseas Contingency
Operations” (OCO) against budget or spending caps.®

War spending has not only allowed DOD to skirt BCA spending limits but has also subsi-
dized DOD's day-to-day defense spending. Since the early years of the Afghan and Iraq
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wars, defense spending designated for emergencies or OCO that actually funded base
budget priorities has totaled $149 billion based on DOD data.® This “non-war” war fund-
ing has financed a variety of base budget activities, from unanticipated higher fuel prices
or base housing costs to implementing a new modular design for Army brigades and
additional depot maintenance, Because there are no statutory criteria for what is desig-
nated as “emergency” or “0CQ,"” Congress and the Administration can choose to include
spending not related to wars within the war budget. In other words, if the President and
Congress chose to characterize painting the walls of the Pentagon pink as war spending,
that would not be subject to BCA caps.

In recent years, DOD has also funded new programs costing billions of dollars under war
spending, like the European Reassurance Initiative, designed to counter Russian threats
to the Ukraine with additional exercises and pre-positioning of activities for NATO allies.
With these ‘regular’ activities funded as war expenses, Congress created ‘headroom’ for
additional weapon systems, RDT&E, or other favored activities within the BCA spending
limits.

In addition, Congress has explicitly transferred activities requested in the base budget to
war spending despite the fact that there's no connection to war needs, As the crowning
blow to the legitimacy of war spending, DOD included $98 billion in base budget costs as
0CO in its 2020 request in order to pretend that the base budget request complies with
the BCA cap. The Department makes no pretense that the funds are for war purposes,
leaving it to Congress to either raise the caps or accept the mockery of the war designa-
tion.®

By including activities and programs that are expected to last after the United States
leaves Iraq and Afghanistan, commonly referred to as “enduring” costs, the size of DOD's
regular budget has been under-stated, and war costs over-stated. Until the 2020 request,
DOD argued that the defense budget should be raised to accommodate these ongoing
expenses. Regardless of where these activities are funded, this transfer suggests that
the apparent ‘pain’ from BCA limits has been much less than appears and that defense
spending for its regular programs is substantially higher.

Ostensibly to replace war losses, procurement of weapons systems and RDT&E have
been used as another war fund subsidy to DOD's base spending. The rationale used is
that replacing weapon systems improves the quality of DOD's inventories by reducing
the age of weapon systems, accelerates modernization, and contributes to capability. In
the same way, RDT&E to counter Improvised Explosive Devices (IEDs), financed with war
monies, in fact, contributes to the military mission of countering insurgents wherever
that occurs in the future.

Perhaps the most dramatic example of war funding subsidizing modernization is the re-
liance of the Army on war funding to replacing the Army’s entire primary ground combat
fleet rather than the partial replacement originally planned. This wholesale moderniza-
tion would not have been possible without the “unexpected bonuses from the supple-
mental war funding,” according to a Stimson Center analysis by Russell Rumbaugh.®

Counting investment funded in the war budget adds $370 billion in procurement and
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RDT&E activities since 2001 to DOD's base budget, which contributes to military modern-
ization and effectively subsidizes the base budget.

Together, these subsidies totaled $518 billion since 2001, equivalent to an additional
year of defense spending. For the annual contribution to base budget funding of these
war-designated monies, see Figure 4 below.

FIGURE 4: DoD Base BUDGET WiTH AND WITHOUT War Sussipies, FY2001-2021
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THE BCA DecADE: A Goob ONE FoOR DOD

Despite the vociferous complaining and ominous warnings from DOD spokesmen and
defense hawks in Congress, the BCA decade has turned out to be a very well-funded de-
cade for DOD, undermining the argument that substantial increases are needed to offset
the BCA cuts.

Figures 5 and 6 below show how defense spending levels have changed for the decade,
starting with the President’s plan in 2012, cited by many BCA critics as the desirable level.
That plan projected $6.4 trillion in spending for the BCA decade, FY2012-FY2021. Count-
ing the subsidies to the base budget provided by war spending along with current caps,
DOD is slated to receive $5.8 trillion. This reflects both higher caps enacted by Congress
in 2013, 2015 and 2018, which provided $5.7 trillion for the decade and $183 billion in
war subsidies. This level of spending for the base budget with war subsidies is over one
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trillion higher than the prior decade of $4.7 trillion before enactment of the BCA, when
haostilities in both Iraq and Afghanistan were at their peak. In other words, despite the
LS. military significantly drawing down from, though not yet ending, the wars in Iraq and
Afghanistan, DOD actually received a trillion dollars more in the BCA decade than in the
prior decade while these conflicts were raging.

FIGURE 5: CHanging DeFense SPenDING BEFORE AND FOR THE BCA DecapE
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This suggests that the critics - citing threats to readiness and modernization - have great-
ly overstated their case. If there is a readiness or modernization issue it is not because
the DOD hasn't been given ample taxpayer money - it’s because the DOD bureaucracy
has not been spending that taxpayer money effectively. Even factoring in low inflation
levels, defense spending is at very healthy levels, as Figure 6 also shows. In fact, including
war subsidies, by 2018, DOD's base budget under the revised BCA limits and with the war
subsidies equals the 2012 plan.

While the above-mentioned issues fester, the original BCA caps for FY2020 and FY2021
still remain in effect. It could be argued that the substantial increases received by DOD
over the past decade make such increases unnecessary, even more so because the addi-
tional spending has been ineffectual.

The gimmick of using OCO to pay for base budget expenses has been exploited in the
Pentagon's FY2020 Budget Request to an extent never before seen, with nearly $100 bil-
lion in OCO funding explicitly tied to the base budget. As Figure 7 shows, this provides a
radically distorted view of the cost per troop in these overseas contingency operations.
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FIGURE 6: ALTERNATE DEFENSE SPENDING PATHS, FY2012-2021 Base BupGer
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Costs per troop overseas have risen since 2013, as the Pentagon placed more base bud-
get requirements in the OCO account. However, the FY2020 budget would raise the cost
per troop in these contingency operations to unprecedented levels.

FIGURE 7: CosT Per Troop in OCO (in MiLLIONS OF $/Troop)
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DEFICITS AND THE NATIONAL DEBT AT HISTORIC HIGHS

It goes without saying that defense spending has been, and will continue to be, a signifi-
cant contributor to annual budget deficits and the national debt. As the original Sustain-
able Defense Task Force report noted nearly ten years ago, the national debt threatens
our economic solvency and could ultimately limit our governments’ ability to pay its bills,
including those of the military.® In 2010, then Chairman of the Joint Chiefs of Staff,

Admiral Mike Mullen, declared, “our national debt is our biggest national security
threat."" In the nine years since Admiral Mullen made this declaration the nation’s public
debt has not shrunk. In fact, it has increased by more than $5 trillion, to nearly $16 tril-
lion, and remains one of the greatest threats to U.S, national security.® Under the Pres-
ident’s FY2020 plan, this situation will only get worse. In fact, if the President’s budget is
fully implemented, annual budget deficits will exceed all defense spending within five
years,

A HISTORY OF DEFICIT SPENDING

Debt and deficits are nothing new for the federal government. In fact, in the last fifty
years the federal government has run an annual budget deficit in all but five years—1969
and 1998 through 2001.* Figure 8, illustrating data from the Office of Management and
Budget, shows deficit spending has been a bipartisan affair, with the national debt grow-
ing under both Republican and Democratic control of Congress and the Presidency.®

Historically speaking, there has been a correlation between defense spending and federal
budget deficits. As shown in Figure 8, it's readily apparent that the largest budget deficits
occurred during the height of President Reagan's Cold War military buildup in the mid
1980's, and during the height of spending for the wars in Iraq and Afghanistan in the first
years of the President Obama administration. To be sure, the extraordinary budget defi-
cit in 2009, that was nearly 10% of Gross Domestic Product (GDP) had many contributing
factors, not the least of which was the $700 billion bank bailout following the financial
crisis in 2008.”" However, the DOD budget was also nearly $700 billion in 2009, so at least
numerically, the two contributed almost equally to the extraordinary budget deficit in
that year,

DEBT AND DEFICITS TODAY AND TOMORROW

As Figure 8 above indicates, annual budget deficits remain well above historical averages.
The budget deficit in FY2019 is projected to be $900 billion according to the Congressio-
nal Budget Office (CBO), and federal debt held by the public will top $16.6 trillion by

Sustainable Defense Task Force Center For International Policy 35



107

June, 2019

FIGURE 8: Annual FeperaL Bupcer DericiTs N BiLuions of 2019 $
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year's end.” Over the next ten years, America's deficit and debt problem will get much
waorse. Annual budget deficits will exceed $1 trillion by 2022 and continue to increase the
remainder of the next decade. By 2029 the public debt will be nearly $29 trillion, or 93%
of GDF, which is “its highest level since World War 11" according to CBO's projections.®

According to the President’s FY2020 budget, beginning in 2024 and continuing every year
after, interest payments on the national debt alone will exceed annual spending on the
military.* This debt burden will significantly impede the government's ability to respond
to unforeseen crises and could seriously limit the amount of government funds available
to the military if a true surge were actually needed.

Box 3: Te VaLue oF A War Tax

Democracies like the United States are supposed to fight fewer wars, win when they do fight, and exit them quickly if
victory Is unattainable. Why has the opposite been the case for the United States thus far in the twenty-first century?
Part of the explanation lles in the way the United States has paid for its post-September 11" wars, namely via the na-
tion's credit card—the national debt. To address this problem, the United States should adopt a special purpose tax to
pay for the use of military force. Put more simply: the country needs a war tax.

Awar tax is a matter of fiscal responsibility, economic stability, and political accountability. First, wars are costly, The bills
for them can be paid Up front or passed on to future generations. The budgetary costs of Americas post-September
11% wars are estimated ta be around $5.9 trillion. War-related interest on the debt thus far rnakesupﬁﬁhlnbnoi the
estimated cost. while ancther $420 billion is projected through fiscal year 2023.%

Second, debt- -financing wars can lead to economic ins;ahﬂlty Unless offset by taxes, rapid Upsurges in borrowlng 1o
faclll.at.e mifitary bulldups act as a form of procyclical stimulus | that fuels boom-bust cycles. ™ Even under a\s!.ratea( of
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AN UNSUSTAINABLE DEFENSE: THE PRESIDENT'S
PENTAGON SPENDING PLAN

The coming debt crunch on funds available to the government will be made significantly
worse if the President’s FY2020 Pentagon budget projections come to fruition.

In Figure 9 we chart the Administration’s FY2020 plan, along with the National Defense
Strategy Commission's minimum recommendation of increasing Pentagon spending at
least 3% above inflation, and an estimate of Pentagon spending if the BCA caps were ex-
tended and increased at the rate of inflation. In this chart the President's budget includes
the large “base for OCO" funds in FY2020 and FY2021, which the Administration desig-
nates as OCO to pretend that they are meeting BCA Caps, and excludes “true” war costs.
In FY2022 the base budget heightens, as the Administration plans to abandon the gim-
mick of hiding base budget funding in OCO, and return base budget funds to the actual
base budget. This results in a base budget increase of 8%, from $684 billion in FY2021

to $740 billion in FY2022, After that, the President’s budget basically increases with infla-
tion. It's worth noting that nowhere in the Administration’s plan or the National Defense
Strategy Commission's plan are there reductions in spending to account for the U.S. fully
withdrawing from Iraq and Afghanistan.

FIGURE 9: ALTernaTE NaTioNAL DerFense Spenping PaThs: FY2020-FY2029
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There are a few possible metrics to help put the Administration’s ten-year plan in context.
First, the Administration plan calls for approximately $7.6 trillion in Pentagon spending
over the next ten years, which would be nearly two trillion more than the approximately
$5.8 trillion the Pentagon received in the previous decade. Second, this $7.6 trillion would
be roughly $1.25 trillion higher than extending the BCA caps plus inflation, as shown in
Figure 10 below. Third, the Administration’s plan would be approximately one trillion
below the Mational Defense Strategy Commission’s minimum recommendation of a 3%
annual real (above inflation) increase in Pentagon spending.

Needless to say, adhering to the Administration’s plan would lead to a considerable
increase in the national debt, and following the National Defense Strategy Commission’s
recommendation would be extraordinarily fiscally irresponsible. Moreover, at a time
when the United States is planning to end the two longest wars in U.S. history—as Presi-
dent Trump has already announced—there is ample justification for Pentagon spending
decreasing, not increasing. As we discuss in the following section, there are myriad op-
tions for doing exactly that and adopting spending levels that adhere to BCA cap levels,
plus inflation, for the next ten years,

FIGURE 10: Gars Between BCA Caps ExTenpeD anp FY2020 ADMINISTRATION PLAN
AND 3% ReaL GRowTH (IN BILLIONS OF $)
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PART THREE: OPTIONS FOR REDUCING
SPENDING

As Part One of this report explained, U.S. national defense strategy has been character-
ized by military overreach, which has had disastrous consequences. The two longest wars
in U.S, history have cost us extraordinary amounts of blood and treasure. The United
States continues to subsidize the security of the world as we play world policeman, with
U.5. troops on the ground in most countries around the globe. A strategy of restraint
would upend this paradigm, bring many of our troops home, and end the policy of ask-
ing U.S. taxpayers to foot the bill for other nations' security. It is thus clear that Pentagon
spending should be reduced considerably.

As Part Two of this report explained, cries of underfunding are belied by the simple fact
that Pentagon budgets are already near historical highs, despite the number of troops in
Afghanistan and Irag/Syria being a small fraction of what they once were. With the Pres-
ident promising to end these wars and reduce the military’s role in subsidizing the secu-
rity of other nations, the Pentagon budget should be going down, not up. Itis thus also
clear that Pentagon spending can be reduced considerably.

A re-thinking of military strategy and a history of defense budget trends show that there
are ways to reduce spending and still keep the United States safe and secure. In this
section we provide a list of options to make that possible. Taken collectively the list offers
more than $1.25 trillion dollars in possible reductions to Pentagon spending. This is far
from an exhaustive list of all the possible ways in which savings could be found at the
Pentagon, but it would allow the Pentagon budget to return to the level of the BCA caps
plus annual adjustments for inflation, as we outlined in the previous section. To be sure,
some of the options presented in this section overlap with others and thus the potential
savings cannot simply be added. Instead this list is a menu of options for those seeking
to reduce wasteful spending at the Pentagon and provide a sustainable level of defense
spending that will reduce the national debt, curb the reliance on U.5. taxpayers to subsi-
dize the world's security, and keep U.S. troops out of conflicts where U.S. interests are not
at stake. In short, this lower level of spending will actually provide a higher level of securi-

ty.

The listis broken out into three general categories—force structure and weapons pro-
curement reductions, overhead and efficiencies, and nuclear weapons, missile defense,
and space reductions. The discussion under each of the options provides an explanation
for why the cut is recommended and how the estimate was derived. Additionally, Appen-
dix B provides a detailed account of the methodology used to estimate savings from the
force structure recommendations,
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FORCE STRUCTURE AND WEAPONS PROCUREMENT
REDUCTIONS

U.S. GROUND FORCES - ARMY AND MARINE CORPS

The proposed Sustainable Defense Task Force (SDTF) alternative force structure signifi-
cantly reduces U.S. ground forces—the U.S, Army and Marine Corps. While these com-
prise about 50% of America's military personnel, they would bear about 60% of the total
reduction in end strength in this alternative proposal.

There are several reasons for the relative emphasis on ground force reductions. Fore-
most is the strategic decision to abstain from future regime change, counterinsurgency,
and nation-building campaigns. Also for this reason there is an emphasis on the reduc-
tion of regular or light infantry forces, not mechanized ones. With regard to fulfilling
alliance commitments in Europe, Asia, and elsewhere, the proposed alternative would
put greater emphasis on rapidly surging those capabilities that embody our armed forc-
es' greatest competitive advantages - air, naval, space, and special operations forces,
Monetheless, under the SDTF proposal America's ground forces would remain as large as
Russia's and twice as large as those of the UK, France, and Germany combined.

ARMY REDUCTIONS AND RESTRUCTURING
SAVINGS: $160 BILLION OVER TEN YEARS™®

LS. Army reductions would include six of 31 planned active-component brigade combat
teams, five of 27 planned reserve component brigade teams, and two of 11 planned ac-
tive-component Combat Aviation Brigades. Matching this would be a more modest reduc-
tion in combat support, combat service support, and infrastructure personnel.

All told, the Army active-component would see a 13% reduction in planned end strength,
from 488,000 to 426,000, The Army reserve components would decline by 42,000, from a
combined strength of 520,000 to 478,500, an 8.6% reduction. Total savings over ten years
would be approximately $156.9 billion. Of this, approximately $26.8 billion would be due
to reduced modernization costs, as planned equipment acquisitions, upgrades, and im-
provements are partially scaled back. These changes could be implemented over a period
of years to limit the hardship on military personnel separating from service,
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MARINE CORPS REDUCTIONS AND RESTRUCTURING!®
SAVINGS: $60 BiLLION OVER TEN YEARS

Reductions would encompass six of 24 planned active-component infantry battalions
along with a proportionate slice of other combat and support units, as well as combat
aviation assets that would combine with these infantry battalions to form Marine Expedi-
tionary Units. All told, the U.S. Marine Corps would see a 15.6% reduction in planned end
strength from 186,000 to 157,000 troops, and see its aircraft inventory reduced from 270
to 240, including reduced reliance on the much maligned V-22 Osprey,'?®

Total savings over ten years would be approximately $60 billion. Of this, approximately
$13.6 billion would be due to cuts in major modernization programs. Another $3.3 billion
would be saved by cuts to other procurement programs commensurate with the reduc-
tion in tactical units, Just as with the Army, these changes could be implemented over a
period of years to limit the hardship on military personnel separating from service.

US. NAVY PERSONNEL AND WEAPONS PROCUREMENT REDUCTIONS
SAVINGS: $193 BiLLION OVER TEN YEARS

The proposed restructuring of the U.S. Navy would achieve $193 billion in savings over
the next ten years as measured against the currently projected ten-year Navy budget
(which is set to exceed $2.1 trillion). Central to the proposal would be a reduced empha-
sis on maintaining a large-scale rotational presence overseas, The SDTF option would in-
stead place greater emphasis on capacities to surge power as needed. This would enable
a roliback in the battle fleet from its current size (~297 ships) to 264 vessels, contrasting
with the Navy's goal of building up to a 325-ship fleet by 2028.'*

Today, between 90 and 100 Navy ships are often deployed at any one time.'# This fact
figures prominently in arguments for a much larger fleet, Commensurate with a shift
toward a surge strategy, the smaller fleet could comfortably sustain between 65 and 75
ships routinely deployed. A greater proportion of those deployed would be Small Surface
Combatants, thus reducing operations and support costs. However, the Navy should

end production of the troubled Littoral Combat Ship (LCS) as soon as possible, and avoid
developing a larger-version LCS to serve as a frigate, turning instead to existing, reliable
frigate designs to serve as Small Surface Combatants,'®

Resizing the fleet would occur through a process of “build-down” whereby new ships will
be acquired but at a rate slower than the pace of retiring older members of the fleet, Qld-
er ships will be retired first, resulting in a significant reduction in the fleet's average age.
While existing plans are to retire 83 vessels over the next ten years and procure 101 new
ones, our alternative approach would retire 97 vessels while adding 60 new ones.

The option also involves a reduction from 11 planned aircraft carriers to nine. Along with

Sustainable Defense Task Force Center For International Policy 43



115

June, 2019

this would be a reduction from nine carrier air wings to eight, reducing the demand for
additional F-35C and F/A-18EF combat aircraft, E-20 Hawkeye early-warning aircraft, and
Osprey MV-22B variants (operating in the capacity of Carrier Onboard Delivery aircraft).

All told, the SDTF alternative would make the following changes to the U.5. Navy weapons

portfolio:

B Reduce combat aircraft from ~450 to 400
B Reduce and cap the battle fleet at 264 by making the following changes:
o Carriers: Reduce from 11to 9
o SSBN: Reduce from 14 to 9
o Attack subs: Increase from 52 to 62
o Surface combatants: Reduce from 123 to 108 (72 large and 36 small surface
combatants)
o Amphibious ships: Reduce from 33 to 24 (including landing docks)
o Command, Logistics, and other Support ships: Reduce from 62 to 59.

Procurement savings due to the reduction in fleet size and retirement of one air wing
would be approximately $84.45 billion over ten years. Another $18.7 billion would be
saved by cuts to other Navy procurement programs commensurate with the reduction in
tactical units, Reducing the fleet size will also enable the reduction of 36,000 personnel.

The new USN end strength would be 299,000. Overall, operations and support savings for

the decade would be $74 billion. Finally, another $16 billion is saved due to reductions in
other procurement, research and development, construction, and family housing ac-
counts commensurate with the rollback in force structure.

Although smaller, the proposed fleet would host proportionately more air power and
attack submarines. Moreover, the cruise-missile and other land-attack capabilities of
Virginia-class boats purchased after 2020 will be greatly enhanced by the addition of new
payload modules (which add new large-diameter launch tubes).

U.S. AIR FORCE PERSONNEL AND AIRCRAFT PROCUREMENT REDUCTIONS
SAVINGS: $100.5 BILLION OVER TEN YEARS

Former Secretary of the Air Force Heather Wilson exemplified the current trend toward
force expansion with her enthusiastic September 2018 pitch for 74 more squadrons
(including seven fighter squadrons) and 40,000 more USAF personnel.'* None of this is
needed. A sober appraisal of threats and the adoption of a practicable set of roles, mis-
sions, and goals allows a cut in force size and end strength.

The SDTF alternative involves two key savings. First, reducing the primary mission aircraft
inventory to approximately 1,050 air force fighter and attack aircraft. While the Air Force
often touts the need for 1,200 aircraft, looking back on the 2003 Iraq war shows that the
initial conventional phase of that conflict was fought and quickly won with a deployment
of only 293 Air Force fighters, as well as 51 bombers and 362 USN and USMC combat air-
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craft.'> Even with a 1,050 inventory, the USAF could support 600 combat aircraft overseas
at any one time, twice the Iraq standard. This reduction would amount to six U.5. fighter
squadron equivalents. For our purposes, these squadrons comprise 108 primary mission
aircraft in aggregate, and these are matched by another 62 aircraft that normally serve in
other, non-combat roles. Thus, the total recommended reduction is approximately 170
aircraft. By reducing the demand for F-35A fighters, this rollback will save $15.5 billion in
acquisition expenditures over ten years. The six squadron reduction will also save $31 bil-
lion in Operations and Support spending over the decade, partly by enabling a reduction
in Air Force end strength of 15,000 personnel.

Second, the SDTF alternative would cancel the Long-range Strike Bomber (B-21) program
and redirect a portion of its estimated cost, A high-cost penetrating bomber is not essen-
tial to the security of the United States. Its pursuit reflects not only threat inflation, but
strategic misdirection. Moreover, the operational concept - attacking deep, well-defended
targets by means of high-value piloted assets - seerns anachronistic. It is certainly unprov-
en against contemporary peer opponents. The most sensible way to hedge against critical
deep threats and insure this mission generally is to invest in other less expensive stand-
off means, including UAVs and so-called arsenal planes (which may entail extending the
life of existing bombers), In this light, we propose cutting the program back by $30 billion
during the 2019-2028 period, and redirecting the remaining $18 billion to research and
acquisition of less expensive alternatives.'?®

The aggregate effect of the proposal will be a reduction in USAF end strength of 15,000
personnel, which equals approximately a cut of 4.5%, The total ten-year budget savings
would be approximately $100.5 billion.

RouTINE PEACETIME TROOP DEPLOYMENTS OVERSEAS
SaviNGs: $17 BiLLION OVER TEN YEARS

The SDTF alternative posture disputes the current policy that a large routine U.S, pres-
ence in Europe and Asia are necessary to protect American influence, In fact, we argue
that this seemingly “everywhere, all the time” approach exacerbates the risks of inadver-
tent military confrontations.

The SDTF stance would reduce routine U.S. presence in Europe to 35,000 personnel over
the decade. Our Asia presence would be scaled back to 50,000. And fewer than 25,000
troops (including those afloat) would remain in other areas. All told, U.S. troop pres-
ence abroad would comprise 110,000 troops - down from a routine presence of about
180,000.'” Given gradual implementation over a five year period, total savings for the de-
cade would be approximately $17 billion, which could be invested in improving capacities
for rapid strategic deployment.'?

Under present conditions deterrence does not heavily depend as it once did on very
large-scale, permanent stationing or rotational presence of U.S, troops abroad. Reasons
for this vary from region to region. In Europe and on the Korean peninsula, U.S. allies
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have the capacity to counter-balance current and potential adversaries. American troops
currently add a distinct edge to this, but one whose immediate tactical value can be sup-
planted by local forces over time, given sufficient motivation.

More generally, regarding big power competition, there are no intense territorial lines of
confrontation that hinge on local force balances. Nor do any areas of contention figure as
part of a broader existential contest. Instead, to the degree that big-power competition is
military in character, deterrence depends mostly on the prospect of severe punishment,
disruption, and destabilization in the case of a major clash.

Weighing against large-scale permanent military presence abroad are more than issues
of cost and stress on America's armed forces. Presence also carries the risk of inadvertent
involvement in local conflicts and it exposes U.S. forces to attack, Additionally, it can stir
local resentrment and contribute to impressions of U.S, imperialism. Finally, large-scale
presence is not always beneficial for alliance relationships. It can encourage free-riding,
subject America to moral hazard, and convey an impression of local weakness and de-
pendency, rather than strength, There is nothing more reassuring than a strong local
commitment to self-defense.

END AMERICA'S ENDLESS WARS
SAvINGS: $320 BiLLION OVER TEN YEARS

In addition to routine overseas presence, we count another 60,000 U.S, troops currently
deployed in support of America’s present wars, The Pentagon should end these endless
wars, as the President has suggested. With the absence of a roadmap by the Administra-
tion for doing this, the SDTF alternative calls for ending the wars and limiting U.S. pres-
ence to a small train and assist role only until local security forces learn to defend their
own countries.

The President’s recent ten-year budget provides for $420 billion in the Overseas Con-
tingency Operations (OCQ) account, This slush fund, unchained to BCA spending caps,
replete with wasteful spending, and abused to fund Pentagon programs that have noth-
ing to do with war, should be eliminated. It's long past time we stopped asking American
taxpayers to foot the bill for other countries military defense. Ending America's seemingly
endless wars now, but still allowing for some spending to safely return U.S. forces home
and for a small, short-lived, train and assist role, would allow for at least a $320 billion
reduction in the ten-year budget.

OVERHEAD AND EFFICIENCIES

Every two years, the Congressional Budget Office (CBO) publishes a compendium of
savings from changes in the size of the force, modernization, military benefits, and over-
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head/efficiencies, This section includes just a few of the many options provided by CBO
last year, along with several others developed by task force members.'* Other recom-
mendations not listed here, but contained in CBO's analysis, include reducing the salary
and benefits of military personnel to be more comparable with those of civilians and by
consolidating support activities across services. The listing here, then, is a conservative
estimate of all the possible overhead and efficiency savings that could be found at the
Pentagon.

REDUCE OPERATIONS AND MAINTENANCE SPENDING BY REDUCING SERVICE
CONTRACTING
SAVINGS: $262.5 BILLION OVER TEN YEARS

According to the CBO, O&M spending grew by 45% in real terms from 2000 to 2018 at
the same time that the size of the U.S. military decreased by 4%. The largest savings in
the O&M budget would come from reducing civilian personnel and service contractors,'
Another area of significant savings would be reduced fuel use - the Pentagon is the larg-
est institutional user of fossil fuels in the world (see appendix on Pentagon fuel use and
climate change).

For purposes of calculating savings, this section looks only at the savings yielded by re-
ducing service contractors, and not replacing them with military or civilian personnel.
Accounting for other areas where O&M savings could be reduced would yield a larger
figure.

While many think of acquisition at the Pentagon in terms of hardware and goods, the
Department of Defense spends roughly the same amount on services, Services encom-
pass everything from professional and management support to providing intelligence
analysis. In FY2018, the Department spent $175 billion in service contracting,” Thisis a
marked increase even from 2000, when the Department spent approximately $73 billion
on service contracts.’® High levels of spending and the insufficient analysis that goes
into decisions to outsource this work makes it an area ripe for reform and savings.'® Our
recommendation is to move the Department just a fraction of the way towards reducing
its overreliance on service contractors by spending 15% less on them, which would save
approximately $262.5 billion over ten years.'*

Excessive spending and waste at the Pentagon involves not only overpriced aircraft,
ships, and spare parts, but also private companies charging the Department for 100-hour
workdays.'** Proponents of service contracting routinely assert that outsourcing work will
save money. Yet, numerous analyses have found that hiring private contractors to per-
form this work frequently results in increased costs, even without being compounded by
issues like fraud.

The Pentagon's cost assessment office and the Project On Government Oversight have
also found that contractor employees were most costly, sometimes costing two to three
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times more than a federal employee performing the same work.'* The Defense Busi-
ness Board also identified contracted services as an area in which to significantly reduce
costs,'"’

When it comes to major weapon programs, contractors seeking to profit from sustain-
ment and support contracts frequently deliver overly complex and fragile weapons. For-
mer DOD Comptroller Robert Hale estimated operating and support costs make up about
two-thirds of the defense budget.'* The DOD's Future Years Defense Program estimates
that supporting just the software of weapon systems will cost $15 billion over the next
five years, though Congressional auditors also raised concerns that the Department may
not know the full costs of these systems.’* While contractors benefit from these arrange-
ments, our military suffers as the costs of reliability and maintainability increase,

Reducing the Department’s reliance on contractors to only those roles where they are
most cost-effective would increase both savings and effectiveness.

REPLACE SOME MILITARY PERSONNEL WITH CIVILIAN EMPLOYEES
SAVINGS: $16.7 BiLLION OVER TEN YEARS

This proposal would decrease the DOD's budget by replacing 80,000 active-duty military
personnel in commercial-support functions with 64,000 civilian personnel over a four-
year time period.

Replacing military personnel with civilians in commercial-support positions would provide
ample savings and save time. As civilian jobs do not require as much training or require
regular transfers, the DOD is able to use fewer civilians to deliver an equal quality and
quantity of work, Military members receive higher benefits, and therefore replacing them
with fewer civilians will create savings.'"'

CLOSE UNNECESSARY MILITARY BASES
SAVINGS: $20 BiLLION OVER TEN YEARS

The Pentagon estimates that its domestic infrastructure is nearly one-quarter larger than
needed.'* For several years the Department has asked Congress to authorize another
Base Realignment and Closure (BRAC) round. Previous BRAC rounds saved a combined
$13.6 billion per year, and another round could save an additional $2 billion per year,
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NUCLEAR WEAPONS, MISSILE DEFENSE, AND SPACE

The nuclear weapons options outlined below are consistent with the "deterrence-only”
approach proposed by Global Zero (see sidebar, above, for further details). As indicated,
some of these nuclear cuts can be achieved with a less substantial shift in nuclear strate-

gy.

In addition, the cancellation of the Ground-Based Missile Defense System and the Trump
administration's proposed Space Force make sense with or without a shift in U.S. defense
strategy.

ELIMINATE THE NEW NUCLEAR CRUISE MISSILE
SAVINGS: $13.3 BiLLION OVER TEN YEARS

The new nuclear-armed, air-launched cruise missile, known formally as the Long-Range
Standoff Weapon (LRSO), is redundant even under current nuclear policy, and would have
no role to play in a deterrence-only strategy, Current U.S, systems can penetrate Russian
or Chinese radar in the unlikely event of a nuclear conflict. More importantly, the size and
shape of the overall U.S. nuclear arsenal is more than enough to deter any nation from
attacking the United States with nuclear weapons. This option represents savings from
cancelling the missile system itself. The nuclear warhead planned for deployment on the
nuclear cruise missile will be discussed below, alongside the nuclear warhead complex.

As Rep. Adam Smith (D-WA) and Sen. Dianne Feinstein (D-CA) have noted, “the LRSO
creates unnecessary risks of miscalculation in a conflict, lowers the threshold for nuclear
use, is not necessary to preserve nuclear deterrence, and will draw scarce resources away
from other nuclear assets and advanced conventional capabilities.”*?

CANCEL THE NEW INTERCONTINENTAL BALLISTIC MissILE (ICBM)
SAVINGS: $30 BILLION OVER TEN YEARS

The deterrence-only strategy eliminates the ICBM leg of the nuclear triad on the grounds
that it is vulnerable, dangerous, and unnecessary.

The ICBM is dangerous because the President would have to decide whether to launch
ICBMs within minutes in a crisis to avoid potentially losing them in an attack, which in-
creases the risk of a rash, accidental or misguided resort to nuclear weapons. For this
reason, former Secretary of Defense William Perry has described the ICBM as the most
dangerous weapon in the U.S. arsenal.' Eliminating ICBMs makes sense even without a
full revamping of U.S, strategy along the lines proposed by Global Zero.
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CANCEL PLANS FOR A NEW "SPACE FORCE"
SAVINGS: $10 BiLLION OVER TEN YEARS

The Trump administration’s plan to create a new Space Force - which the president has
described as a “sixth armed service” -- would create a new bureaucracy and further mil-
itarize the U.S, approach to space, As former Secretary of Defense James Mattis put it
with respect to an earlier iteration of the plan, “[a]t a time when we are trying to integrate
the Department’s joint warfighting functions, | do not wish to add a separate service that
would likely present a narrower and even parochial approach to space operations.”"'*
House Armed Services Committee Chairman Rep. Adam Smith (D-WA) concurs: “It's too
expensive and creates more bureaucracy. We don't want to just, you know, create more
people. We want to figure out how to better emphasize space."'*

While the administration is starting slowly - $306 million to establish a headquarters,

a Space Command, and a new Space Development Agency - a full-blown Space Force
could cost billions or tens of billions over the next decade. A recent report by the CBO
estimates that establishing a new military service for space activities would resultin $1.4
billion to $3.2 billion in startup costs and $1.1 billion to $1.5 billion per year in increased
annual costs, Assuming that the additional annual costs would not kick in until the force
is fully set up, the low end of the CBO estimate comes in at $10.2 billion over the next
decade.'”

A Space Force is unnecessary. With better coordination, existing bureaucracies within the
Air Force and Army charged with developing space assets are more than adequate,

CANCEL RESEARCH AND DEVELOPMENT ON SPACE-BASED WEAPONS
SAVINGS: AT LEAST $3 BILLION OVER TEN YEARS

Pentagon officials have revealed plans to fund research and development leading to-
wards the possible testing of space-based lasers and/or particle beam weapons by 2023,
The weapons would be designed to destroy enemy ballistic missiles in their boost phase.
The FY2020 budget contains over $300 million to explore these options, Actually building
and deploying such weapons would likely cost tens of billions more. Given that there is
no proof yet that either technology could actually work, any estimate of future costs is
speculative at best, but even if the budget stabilized at $300 million per year, taxpayers
could save $3 billion over the decade if funding for space-based weapons were stopped
now.

Placing weapons in space, or even announcing an interest in doing so, runs the risk of
sparking an arms race in space, as well as potentially stimulating rivals to increase and
impraove their nuclear arsenals in order to overcome any capabilities the new anti-missile
systems may have,
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Kingston Reif of the Arms Control Association has given a succinct summary of the rea-
sons not to deploy weapons in space;

“The deployment of interceptors in space would be a disaster for strategic stability. To
ensure the credibility of their nuclear deterrents, Russia and China would likely respond
by building additional and new types of long-range ballistic missiles as well as missiles
that fly on non-ballistic trajectories. Russia and China could also take steps to improve
their ability to destroy such U.S. interceptors, thereby greatly increasing the threat to U.S.
assets in space."'*#®

CANCEL GROUND-BASED MIDCOURSE DEFENSE SYSTEM (GMD)
SAVINGS: $20 BILLION OVER TEN YEARS

As its name indicates, the GMD is a land-based missile defense system that is current-

ly deployed in Alaska and Southern California. It has failed half of its tests, and none of
those tests have been conducted under realistic conditions. Rather than throwing more
money at building a system that will not work as planned, the United States can depend
on its nuclear deterrent - any country that attacks the United States with a nuclear weap-
on would risk a devastating retaliation that would destroy its society. Continued research
on missile defense may be warranted, but deploying a system that does not work is a
waste of time and effort that siphons funds from meeting more pressing needs.'*

CANCEL NEw NUCLEAR WARHEADS AND ROLL BACK MODERNIZATION OF
THE NUCLEAR WEAPONS COMPLEX
SAVINGS: $15 BiLLION OVER TEN YEARS

A smaller nuclear arsenal would require fewer nuclear warheads, and fewer critical com-
ponents for maintaining the capability of warheads still deployed. Under a deterrence
only strategy, total warheads in the U.S. nuclear arsenal would be reduced by roughly
75%, reducing costs for maintaining the stockpile considerably.

Producing fewer plutonium “pits” - a key component of all current nuclear warheads

- could save a minimum of $9 billion over the next ten years. Abandoning several new
warhead development production and upgrade projects would save billions more.'*” The
$14 billion estimate for reduced costs of stockpile maintenance, reduced production of
plutonium “pits,” and cancellation of new warhead designs is conservative,'®

Most importantly, the plan to build a “low yield” nuclear warhead for use on Subma-

rine-Launched Ballistic Missiles (SLBMs) should be abandoned. While savings would be
relatively modest - perhaps a few hundred million dollars - the security benefits of for-
going this option would be significant, Sixteen members of the U.S. Senate have rightly
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described the development of “more usable low-yield nuclear weapons” as unnecessary
and destabilizing.'*

INCLUDE THE NUCLEAR WEAPONS COMPLEX IN THE NEXT BASE
REALIGNMENT AND CLOSURE (BRAC) ROUND
SAVINGS: $10 BILLION OVER TEN YEARS

For several years the Pentagon has asked Congress to authorize another Base Realign-
ment and Closure (BRAC) round, Previous BRAC rounds saved a combined $13.6 billion
per year, and another round could save an additional $2 billion per year, as noted earli-
er_|53

Savings from consolidating defense facilities would be even greater if the next BRAC
round encompassed the nuclear weapons complex, which includes nine sites.'™ The
combined annual operating budget of nuclear weapons complex facilities is about $13
billion."* Consolidating the dangerous nuclear materials these labs use for research and
weapons production would reduce costs while significantly increasing security.

Removing nuclear material from just two facilities would save approximately $80 million
per year. A removal allowing for the closure of even a single lab would save at least $1
billion annually.

While the public may think these labs are government agencies, they are actually man-
aged and operated by contractors and overseen by the Department of Energy. In many
ways they are even more wasteful and ineffective than traditional Pentagon contractors,
Lab waste has spurred criticisms and longstanding advice to reduce unnecessary infra-
structure. An Energy Department Task Force found "excess capacity in areas associated
with nuclear weapons design and development,” and that political concerns prevented
needed downsizing and restructuring.'® When the Department of Energy initially consid-
ered consolidating management and operating contracts for some of the labs, savings
were estimated at nearly $900 million over 10 years.'® Several studies also found nuclear
labs were more expensive than they should be. A Stimson Center study found the labs
cost “an average of two to three times more than private industry.”*® Furthermore, the
JASON Science and Technology Advisory Panel found these labs were more expensive
than government or private labs.'*

A subsequent expert review echoed concerns about duplicate facilities. “The three design
laboratories, consumers of approximately 2/3 of the nuclear weapons budget, routinely
compete with each other and set their own requirements as justification for new facilities
and redundant research funding in the fear that one laboratory may become superior,”
the review said. “The net resultis that the Complex sites are competing for program-
matic funds and priorities rather than relying upon their divergent and complementary
strengths.” The group recommended that a single laboratory be responsible for leader-
ship and management of these materials.'s® Five recent weapons projects overseen by
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the labs cost nearly eight times more than initial estimates, with a combined $28 billion in
cost overruns.'®

Remaoving dangerous nuclear materials from just one of the Department of Energy’s
national laboratories—Lawrence Livermore—saved taxpayers approximately $40 million
per year.'™ Consolidation would also reduce maintenance costs, reduce the number of
potential terrorist targets, and decrease security vulnerabilities.”* Most notably, consol-
idation would significantly reduce the need to transport nuclear components from one
end of the country to the other, which is almost always done on public highways. When
the Department of Energy’s Office of Inspector General recommended consolidation, it
also found there could be significant cost savings through reducing the force necessary
to protect these materials, minimizing administrative costs, and simplifying acquisition
oversight.'s*
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APPENDIX A: THE PENTAGON, FUEL USE,
CLIMATE CHANGE, AND THE COSTS OF WARs

The Pentagon holds two contradictory positions. On one hand, it has acknowledged that
climate change poses a major national security challenge. On the other, the Pentagon is
the largest single consumer of petroleum in the world -consumption used in part to de-
fend access to petroleumn. They therefore produce the very same greenhouse gases that
will make the threats posed by climate change much worse until we act to reduce our
petroleum consumption. Indeed, the Department of Defense (DOD) is the world's largest
institutional user of petroleum and correspondingly, the single largest producer of green-
house gases (GHG) in the world.’®® These greenhouse gases, combined with other U.5.
emissions, will help guarantee that the nightmare scenarios that the military predicts and
that many climate scientists say are possible come to fruition.

U.S. military greenhouse gas emissions, from 2001 through 2017 have been approximate-
Iy 1,212 million metric tons of CO2 equivalent, Of those emissions, 766 million metric tons
of CO2 equivalent were emitted in “non-standard” military operations, including overseas
contingency operations in the major war zones of Afghanistan and Pakistan, and Iraq and
Syria.'"” Another consequence of the mission to protect oil and to hedge against cli-
mate-induced conflict is a larger U.S. military.

Reductions in military fuel use would be beneficial in four ways. First, the U.S, military
would reduce its greenhouse gas emissions, Second, if the Pentagon reduced the use
of greenhouse gas emitting fuels, associated climate change threats to national security
would be lessened. Third, the United States would reap political and security benefits,
by reducing domestic and U.S. military dependence on oil and those who provide it,
including reduced troop dependence in the field. Finally, if the United States dramatical-
ly reduced its imports of oil from the Persian Gulf, including fuel used to protect those
imports, it could then reevaluate the size of the U.S. military presence in the region and
the overall size of the military. As a consequence of spending less money on fuel and op-
erations to provide secure access to petroleum, the United States could, in the long run
decrease total U.5. military spending and the size of the military, and reorient its econo-
my to other more economically productive activities.

The U.5. economy and the military are dependent on petroleum. The substantial U.5.
military presence in the Persian Gulf and the larger Middle East is meant in part to ensure
access to Persian Gulf oil - along with the ongoing fight against terrorism and concerns
about the regional ambitions of Iran. The United States also supports friendly oil rich re-
gimes with military force, foreign aid, and arms sales.

The U.S. military seems blissfully unaware of how much its efforts to protect access to

Persian Gulf Oil, its other military operations including war, and consumption at installa-
tions are a major driver of greenhouse gas emissions, and ultimately of climate change.
In sum, the DOD assumes that climate change will be a disaster no matter what they do,
even as they believe that they must continue to protect access to Persian Gulf oil so that
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the United States and the rest of the world can burn as much oil as it wants at the lowest
price per barrel possible. Therefore, the Pentagon focuses their efforts on adapting to cli-
mate change, even as they continue to ensure that we can rely on relatively inexpensive
access to imported oil. However, if it chose to do so the Pentagon could play a major role
in reducing the worst effects of climate change, not just prepare to deal with its conse-
quences.

A better strategy is available, The U.S. military could reduce its consumption of petro-
leum, including that portion of military operations used to ensure access to Persian Gulf
petroleum. If the U.S. military and the overall U.S. economy were to decrease its depen-
dence on oil, the United States could reduce the political and fuel resources it uses to de-
fend access to oil. The U.S. economy has already reduced overall petroleum consumption
and so has the military, Further cuts in military petroleum consumption are possible,

The concern about access to oil is twofold, The United States economy is obviously heavi-
ly reliant on oil. The military has defended against several scenarios regarding a cut-off of
Persian Gulf Oil. The first scenario is the threat that a hostile power would gain control of
oil in the Persian Gulf — for instance by occupying Saudi Arabia and Kuwait or by block-
ing the Strait of Hormuz — and be able to control world supply and increase the price of
oil. In response to the first scenario, the United States created the Strategic Petroleum
Reserve in 1975 and the Rapid Deployment force in 1980 (which became Central Com-
mand in 1983). This mission officially began in late 1979 with the creation of the Rapid
Deployment Force whose specific mission was to defend U.S. interests in the Middle East,
including oil. In January 1983, when U.S, commands were reorganized, the RDF became
U.S. Central Command (CENTCOM).

When Iraq invaded Kuwait in 1990, the Bush Administration reiterated the importance

of oil in the region in National Security Directive 45, “U.S. interests in the Persian Gulf are
vital to the national security. These interests include access to oil and the security and
stability of key friendly states in the region. The United States will defend its vital interests
in the area, through the use of U.S. military force if necessary and appropriate, against
any power with interests inimical to our own.”*® In 1991, the United States evicted Iraq
from Kuwait because it feared that Iraq posed a threat to Saudi Arabia.

Since then, the United States has stationed large numbers of troops in the Persian Gulf at
Army, Navy, and Air Force bases. In late 2008, President George W. Bush added a concern
that extremists might control oil and try to blackmail the United States: "[Y]ou can imag-
ine them saying, 'We're going to pull a bunch of oil off the market to run your price of oil
up unless you do the following’. And the following would be along the lines of, well, ‘Re-
treat and let us continue to expand our dark vision,™®

While the idea that the United States must protect the global flow of oil, and more spe-
cifically oil from the Persian Gulf, has largely been taken for granted, it is no longer clear
that a large presence in the Persian Gulf region, and the infrastructure in Europe that
supports it, is necessary.'” The Persian Gulf mission may not be as vital as the Pentagon
assumes,
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The military and intelligence community tend to cluster the national security implications
of global warming induced climate change into three overlapping areas: how climate
change will affect U.5. bases and military operations; how climate disasters will stress
military operations; and how climate change poses political and national security threats,
up to and including war,'™

The military has emphasized how climate change challenges military systems, opera-
tions, and infrastructure, and in 2014 offered a "Climate Change Adaptation Roadmap”
that stressed the necessity of preparing for and adapting to climate change."”” A 2019
DOD report on issues arising from climate change highlights the fact that the U.S. mili-
tary already experiences the effects of global warming at dozens of installations.'™ These
include recurrent flooding (53 installations); drought (43 installations); wildfires (36 instal-
lations); and desertification (6 installations). The report states that vulnerability will only
increase over the next twenty years,"™

The most urgent threat to infrastructure has perhaps been the Navy's on-going concern
that rising sea levels and major storms will inundate coastal infrastructure and limit the
use of naval bases.'” For instance, Norfolk Naval Base is sinking and Keesler Air Force
Base regularly floods. This does not even address long-term threats, like the fact thatan
open Arctic Sea may lead to questions about the need to patrol it.'”®

The Pentagon's response to the infrastructural and operational challenges of climate
change has been to urge military preparations — such as moving military bases, devel-
oping training and equipment to operate in hotter, wetter or drier climates — to meet
climate change related threats to operations and resiliency.

National security officials, anticipating a growing role supporting civil authorities in di-
saster relief missions, are also concerned that natural disasters, made worse as a con-
sequence of climate change, will stress the operational capacities of the U.S. military. As
sea levels rise, critical civilian infrastructure will be at risk. In September 2016, President
Obama issued a National Security Memorandum that said, “[c]limate change and associ-
ated impacts on U.5. military and other national security-related missions and operations
could adversely affect readiness, negatively affect military facilities and training, increase
demands for Federal support to non-federal civil authorities, and increase response.”™””

Finally, the military is concerned that climate change will lead to a more chaotic and dan-
gerous world. The fact that the Arctic Ocean will now be open poses a risk to U.S. facilities
there. National security analysts now frequently suggest that drought in Syria from 2007
to 2010 and the subsequent mass migration to the cities created the conditions that con-
tributed to the emergence of their civil war in 2011.

Indeed, strategists paint nightmare scenarios where climate change leads to armed con-
flict such as when crop failures and drought lead to conflicts over water and other natural
resources. The White House said in 2016 that “[t]he national security implications of cli-
mate change impacts are far-reaching, as they may exacerbate existing stressors, contrib-
uting to poverty, environmental degradation, and political instability, providing enabling
environments for terrorist activity abroad. For example, the impacts of climate change on
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key economic sectors, such as agriculture and water, can have profound effects on food
security, posing threats to overall stability.”™ Similarly, in September 2016, the National
Intelligence Council listed a range of concerns from increased migration, to food short-
ages, to greater conflict and war caused by shortages of fresh water and access to arable
land.’”

The Pentagon does use other fuels. The U.S. military relies on nuclear power for some im-
portant tasks — most notably to power its fleet of 11 aircraft carriers. While the Pentagon
has increased their use of renewable energy since 2009, so far, the savings in emissions
offsets less than 1% of DOD Greenhouse Gas consumption.' It is possible to substitute
some alternative fuels for military applications, There is even research on using bio-fu-

el in military vehicles, including jets. Many efforts to reduce the energy used at military
installations, and to educate soldiers about the need to minimize idling vehicles — from
Humvees to tanks, to jets - already exist. All of this could be accelerated to not only save
money but also increase the resilience of the armed forces.’s' Still, the largest reductions
in both budgets and greenhouse gas emissions would come from decreasing the overall
size of the military and its operations to defend access to oil.
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APPENDIX B: METHODOLOGY FOR ESTIMATING
PERSONNEL AND SPENDING REDUCTIONS

OPERATIONS AND SUPPORT SAVINGS

The calculation of Operation and Support savings is based on CBO's The US Military's
Force Structure: a Primer,'® which divides all Defense Department spending and person-
nel into three categories: Combat, Support, and Infrastructure {or Administrative). The
CBO report proportionately associates costs and personnel in every category with com-
bat units. This suggests how reductions in combat units might reverberate throughout
DOD structures, affecting personnel rosters and costs in each category. Of course, while
cuts in combat units would be closely correlated with reductions in combat unit person-
nel and O&S costs, these would not automatically result in proportionate reductions in
support and infrastructure units and offices.

While accepting CBO's association of all support and infrastructure personnel and ex-
penditures with combat units, we assume more modest reductions in the support and
infrastructure categories as the number of combat units decline. We assume a 60%
correlation between support and combat reductions, and a 33.3% correlation between
infrastructure and combat reductions. Also notably, the Sustainable Defense Task Force
(SDTF) calculation of O&S savings adjusts CBO's estimates to account for estimated infla-
tion throughout the 2017-2029 period, using DOD deflators.

MODERNIZATION SAVINGS

Major modernization programs are rolled back in accord with reduced demand due to re-
tirement of combat units. Again, CBO's Primer serves as a basis for estimating the equip-
ment holdings of tactical units. This information was supplemented by data from Service
manuals and publications.'® Cost estimates for reduced equipment were based principal-
ly on various Selected Acquisition Reports, congressional research agency reports, annual
DOD program acquisition reports, and nongovernmental research institutions.”™

Other procurement expenditures are reduced proportionately to the percentage reduc-
tion in combat, support, and/or transportation units, For instance, planned expenditures
on some types of ammunition, missiles, and aviation support equipment are reduced in
accord with reductions in relevant aviation assets - such as combat helicopters or fixed-
wing combat aircraft. However, some areas of procurement are not reduced at all, nota-
bly purchases supporting Chemical Agents & Munitions Destruction. Also largely spared
from cuts are purchases of communications and electronics equipment, which cannot be
easily linked to the number of reduced combat assets.

Proposed cuts in Research, Development, Test, and Evaluation funding mostly relate to
the B-21 bomber, Minuteman modernization, and Ground Based Strategic Deterrent
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programs - all of which are discontinued, Apart from these specific cuts, the alternative
would aim to reorient R&D toward more practical, cost-effective ends. While the Trump
administration is supporting a qualitative leap in R&D spending, the SDTF force structure
alternative sees no necessity to exceed $85 billion (2020 USD) in annual spending, adjust-
ed for inflation. This level equals or exceeds most R&D spending over the past 35 years. It
also implies a $52 billion reduction in 10 year R&D spending, including the reductions in
the programs mentioned above.

OTHER SAVINGS

Proposed family housing expenditures are reduced proportionately to the reduction in
personnel end-strength. Funding for military construction overseas is reduced propor-
tionately to the reduction in overseas presence. Military construction expenditures at
home are rolled-back proportionately to the percentage cut in force structure - averag-
ing about 10% across services. Funding related to Base Realignment and Closure is un-
touched. All told, funding for military construction is reduced by 22%.
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